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SILVER 
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THE INDIAN EXCHANGES 


A REMEDY FOR ITS DEPRECIATION, 

IN 

THREE ESSAYS, <■ 


COLONEL J. T. SMITH, RE., F.RS., F.S.S., E.I.A., 


FORMERLY MASTER OF THE MINT, MADRAS AND CALCUTTA, 
&C., fto., &C., 


SUBMITTED TO THE 

SECRETARY OE STATE FOR INDIA IN COUNCIL. 



LONDON: 

EFEINGHAM WILSON, ROYAL E^OIIANOE, 


The accompanying essays were written with the 
sole object of assistance to the Indian authorities/ 
in discussing the means of remedying the very serious 
embarrassment caused by the depreciation of silver- 
and fall of the Indian exchanges. 

The Author has for many years past endeavoured 
to advocate the adoption of the only measure w’hich, in 
his opinion, would be j)ermanently satisfactory ; namely 
tlie substitution of a gold for the present silver standard 
of value in India; a change which, if carried out ac¬ 
cording to the methods he has proposed, is easy to be 
, effected, not only without expense, but with the early 
and final extinction of the very heavy losses now 
experienced. 

The proposals are published, in order that every 
objection to them may be brought forward and fully 
considered, It would be presumptuous to expect that 
they will not be foiiiid to contain many defects; but 
it must not be forgotten that a very serious and 
alarming difficulty has to be surmounted ; and if any 
of the suggestions offei'ed for that purpose should 
survive the test of Searching criticism, it is humbly- 
trusted they may have the honour of being made useful 
in devising the means for its solution. 

The first essay contains a statement of the measures 
proposed, and an enquiry into the anticipated objections 
thereto ; the second and third essays cordain answers 
to some further objections wiiicb have I'C n received 
up to tlie present time. 

September, 1870. 
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OF SOME OF THE EXPLANATIONS OF OBJECTIONS 
CONTAINED IN THE FIVE ESSAYS. 


Objection that no action of the Government is neces¬ 
sary. Essay I., 53. II., 28 and 29. Til., 42. 
IV., 15 to 19. 

Or proper. Essay IV., 43. V, 74 to 83. 

Explanation of the action of a standard in rogulatinp' 
a currency. Essay V., 4 and 6. 

Gold would accumulate in India. Essay I., 12. 
ni., 53. V., 83. 

Might bo considerable at first. Essay I., 14. II. 
Note page 47. V., 67. 

Would be no impediment. Essay II., 31. V., 67. 

Objection that stopjjing the coinage of silver would 
aggravate its fall See ** Coinage.” 

‘‘Appreciated.*^ Doubt whether the rupees would bo ''appreciated.” 

Essay I., 19 to 27. II., 2 to 17, 19 'and 30 and 51. 
ni., 10 and 20 to 22 and 31 to 33 and 35 and 11 and 

46 and 50 to 54. IV., 2 and 3 and the q^uotation in 
11, also 12 and 41 to 42. V., note to para. 10* 

ah<Jb 86 and 87. 

Objection that highly “ appi'cciated ” rupees would 
lead to forgery and smuggling. Seo "Forgery,” 

“Appreciated/* Tokens may bo appreciated. Essay IIL, 41. , 

Rupees already appreciated. Essay III., 10. 

Artificial. Doubts whetlier tlie ai-tifiuiul vulu(* of the rujiecs 
could exceed tlieir metallic worth. Sou "Appro^ 
ciatod.” 

rT)])o»(al aystom thoroughly uutomallo. Essay I V., 

0 and 12; V. 76 and 79 to 83. 


Action. 

Aoonmnlate. 

“Agio** or 
“hatta.’* 

Aggravate. 


Antomatio. 
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Bad. 

Balance of 
trade. 

Barter. 

Bi-metalism. 

Bills. 

Brcacli of Faith. 
Calculation. 

Cernuschi. 

Chauge. 

Coins. 


Coins. 




Objection that the proposed currency -would be a very 
bad one. Essay V., 62 to 65, 70 and 72 and 83. 

Objection that the proposal is based on an expected 
balance of trade, and would de.stroy that balance. 

Essay IH., 11 to 18. IV., 17 to 18. V., 46 to 67. 

The balance of trade is in favour of India. Essay L, 

35 to 36 and 39. IH., 13. V., note to para. 68. 

Coins not always bartered. Essay II., 16. 

Essay II., 33 to 40. 

Council bills, see “ Council bills.” 

Objection that to change the standard would ho a 
broach of faith. Essay I., 45. 

Of the cost of gold and the rate of exchange. Essay 
IV., 8. V., 78, and note, 

Ilis scheme considered. Essay H., 33 to 40. 

The bugbear of so “ momentous” a changa Essay 
n., 51. 

Doubt whether the Government ought to change 
IV., 44 to 45. 

Eectification of the Indian Standard not a momentous 
change. Essay 11, 61. 

Unla^vful coins. Quantify necessary to produce any 
serious evil. Essay L, 29. V., 23 and 25. 

Eostriclion of the legal tender of silver coins. Essay 
I. Nute to page 28. 

Coins not always bartered. f3ee « Barter.” 

Smuggling of coins. Essay II., 18. V., 31 and 30. 

Gold coins, why not demandablo at first. Essay i- 

TIL, 41. 

Objectiou that foreign coins and bullion would be 
imported and put into circulation. Essay L, 23 
and 43. 

Tliiit the gold coiiiB would be collected and exported 

JCpHay 1 t - 
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Coinage. 


Commerce. 


Commodities, 

Confusion. 


Difficulty of getting rid of unlawful coins. Seo 
‘^Difficulty.” 

Gold coins would at first command a premium. Essay 
I, H. Y., fi6 to 07. 

Fine gold coins would be higlily valued by tJio natives 
of India. Essay I, note to para, 13. 

Objection that stopping tbo coinage of rupees would 
prevent remittances. Seo Demittanccs.” 

Doubt that stopi^ing the coinage of silver would 
aggravate the fall in its price. Essay I., 40 to 41 

111., 44 and 45. IV., 39 and 40. V., 77. 

Objections to stoppage, a mistake. Essay V., 80. 
Difficulty of re-coining the whole cuiTenoy Essay 

11., 32, latter jjart. 

Difficulties of unlawful coinage. Essay I, 29. If. 

18. ni, 2. V., 25. 

Secret coinage, to serious extent, impossible. Essay 
Y, 25. 

Eo-coinago of the iDroseut rupees unnecessary. Essay 

II. , 32, page 48. 

Effect of stopping the coinage of rupees. Essay 

III, 4. 

Objection that tlie jiroposed measures would bo an 
<^)b6tacle to commerce. See ** Ooiifusioii. ” 

Oommerce of India, increase of. Essay I., 7 to 9. 

Commerce will take care of itself. Essay I,. 38 
and 39. 

Bengal Chamber of Commerce. Essay in., 3 . 

Doubt, that the proposed inoasiu'es would affect the 
prices of commodities. Essay I, 16. lY, 2 and 3. 

Objection that the measure.^ proposed would produce 
confusion. Essay HI., 3 and 4. IV., 13 and 18, 

V., 38 to 43, and 48. 

Cost of gold dependent on the rate of oxclirui 
Essay I., 42, also 44, 2nilly, Y., 78. 

Cost of gold. Essay IV., 8. V., 70 to 73. Also 
78 and 81 


Cost. 
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Costly. 




Cost of gold compared with rate of exchange. Essay 
IV., 8. V., 78. 

Objection that the proposed measures would ho costly. 
Essay IV. 6 and 12, and middle of 19, at foot of 
the page, and 35. V. 91. 


Coanteifcits. 
Counoil Bills. 


Currency. 


Demand. 


Essay I., 28. II., 18. 

Doubt that the Council biUs uill rise to 28. the rupee. 
Essay I., 16 and 49. Tlf., .39 ; also 52. 

Objection that gold is not snitable. Essay I., 31 to 
33. V., 83. 

Objection that tlio currency us established by my 
scheme would be a very l/ad one. Essay V., 56 and 
62 to 65, 70 to 72, and 81 to 83. 

Objection to Government regrdating the currency 
V., 75 and 76 and 79. Also 82 and 83. 
Apprehended ditlioulty of recoining the whole cur¬ 
rency of India. Essay EL, 32, latter part. 

Objected difll< idty of providing a currency. Essay 
II., 44. 

Explanation of the action of a standard in regulating 
a cuiTcncy. Essay V., 4 and 6 
Trobablo demand for cun-ency 40 years hence. Essay 
IV., 22 to 24. V., 23. 

Effect of unlawful coins on tlio currency. Essay V., 
23 and 24. See “ Effect." 

Gold currency unnecessoiy. Essay II., 43. JII., 
14, 15, and 69. IV., 6. 

Indian ourroiicy would bo similar to that of Franco at 
first. Essay I, note page 17. 

Currency difl'oreut from a “ standard.” Essay II., 
21 to 23. lU., 12 to 15. 

The currency would be regulated by gold according 
to my proposal. Essay I., 16 and 40. 11., 45 

V., 16 

Tlio currency must bo increased. Essay HE, 16 
und V. note to para. 10. 

Probable donuind for citrroiicy 49 years hence. Essay 
IV., 22 to 2 1 V . 23 
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Demandable. 

Depreciated. 

Depression. 

Diffusion of 
silver. 

Destroy. 

Diagrams. 

Difllculty. 

DilBoulty. 

Dollars. 

Drafts. 




Why gold coins are not demandable at first. Essay 

ni., 41 . 

The rupees not depreciated at present. Essay I., 
00 to 01. II., 17 and 25. HI., 10. V., 10 and 
note. V 

A groat permanent depression in the prico of silver 
not probable. Essay Y., 35. 

EiTect of the natural diffusion of silver on the Indian 
revenue, if no action bo talc on. Essay I., 52. 

III., G. 

Objection that my proposals ai*e based on an expected 
balance of trade, and would destroy that balanco. 
See “ Balance of Trade.*’ 

Diagrams of the value of rupees and silver explained. 
Essay V., 40 to 41. 

Of re-coining the whole currency of India. Essay 
II., 32, latter part. 

Objected difficulty of providing n currency. 11. 44. 

Of a double Siandai-d. 11., 45. V., 4 to la 

Of coinage. L, 29. IL, 18. III., 2. V., 25. 

Of getting rid of unlavTul coins. If., 18. Ill., 2., 
and 20-27. IV., 28. V., 2C to 33. 

Supposed dilliculty of procuring gold. E.ssay TI., 20 
and 2G. and 43. HI., 19. IV., 8. V. 78. See 
^•Gold.” 

Difficulties of M. Oernuschi’e proposal considered. 
Efi.say II., 33 to 40. 

Varlotis difficulties staled and answered. Essay II., 

41 to 60. 

Objection tlmt doUjU’s, foreign coins, and bullion will 
be put into cir<‘ulaLion instead of ru]iGps. Essay , 
L, 23 and 43. 

The heavy drafts of Iho Socvotaiy of State <lo not 
disturb 1 lie oxi baiigo if eontinuuil uniformly. Jv- -uv 
V . Note to para. G8. 
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Effect. 


Entrepot. 


Estimate. 




Duty of the Government to maintain and restore the 
standard. Essay II., 28 and 29, and 51, latter part 
IV., 20, and 44, 45. 

Effect of unlawful coins on the cun-ency. Essay IV., 
20, 2ndly to 4t]ily. V., 21 and 23 to 24. 

Effect of the natural diffusion of silver, if no action lie 

taken. Essay I., 52. III., 6. 

Effect of lep:nl tender, as to value in exchange. 
Essay m., 32. 

Objection that by my proposal India would lose the 
advantage of being an “ entrepot” of silver for the 
East. Essay V., 50 to 53. 

Estimate of the amount of currency required by India 
40 years hence. Essay IV., 22 to 24. V., 23. 


Exchange, 
rate of. 
Explanation. 

Explanation. 

Export. 


Exported. 

Fivo-frano 

pieces. 

Fix. 

Forgery. 


See “ Rate ” of exchange. 

Exidanalion of the diagrams of the value of rupees and 
silver. Essay V., 40 to 41. 

Of my jiroposals. Essay I., 13. II., 41 and 42 to 
50. V., 18 and 19, 77 to 83, and 90. 

Export of gold not required. Essay V., 70. 

Tho same quantity of silver would bo exported to 
India as before, until the exchange rose to 2 b. 
Essay IV., 39, 40. V., 77. 

The .Secretary ol .State would export silver—instead of 
tho morchunts. Essay V., 77. 

Objection tliat gold coins would bo collected and 
exported. Ensay I., 11, page 23. 

Essay I , 27. V., 31. 


Tim rate of excluuigebow lixod. Essay I., 16 and 11 

Objection that highly ” apjaeciated ” tokens would 
lead to forgery and unlawful I'oinnge and smugg¬ 
ling. Essay 1., 28 to 29. 11., 18. ill., 2 and 25 

to 28. IV , 21 to 27. V., 20 t; 3G. 


IlluL. 


Glut of currency. Essay 1., 21. 
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Gold. 


Govornmont. 


’ §L 

Resoi-ve of gold. Essay I., 39 and 48. II,, 50. 
Supposed difliculty of procuring gold. Essay H., 20 
and 26, and 43. m., 19. IV., 8. V., 78. 

Future prico of gold. Essay II., 50. 

TSTiy gold is not to bo domandablo at first. Essay 

m., 41. 

Gold will naturally flow into India when tho excliango 
is 28, tlio rupee. Essay IV,, 8. V., 78. 

Objection that gold is not suitable for a currency for 
India. Essay I., 31 to 33. V., 83. 

That merchants will not take gold to the mints. Essay 

I., 42. Also 44. II., 31. Ill, 53. IV, 8. V., 

78. 

That tho gold will bo collected and exported. Essay 

l. , 44, page 25. 

Objection that Government could not aflbrd to buy 
tho gold. Essay IT., 26 and 41. Ist —ami 43. 

m. , 19. 

Objection that tho change to gold would bo rosontod 
by the people. Essay II,, note to page 47. V., 92. 
Statement that gold would not rise to a premium 
after the exchange was 2.s. tho rupee. Essay V., 65 
and 70, and 78. 

Export of gold not required. Essay V, 70. 

A gold currency not necessary. Essay II., 43, III., 

14 and 15 and 59. IV., G. 

Cost of gold. Essay IV, 8. V., 70 to 73. Also 78 

and 81. 

Cost of gold compared with rate of exchange. Essay 
IV.,,.8., V., 78. 

Quantity of gold in India. Essay I., 9. Note to pnru. 

13. Also 38. V, 88. 

Gold would accumuliite iu India. Essay I., 12 

111., 53. \ ., 83. t 

Fine gold would be highly valued in coins. Essay I. 

Note to para. 13. 

Objection that it would be wTong lo iiitorforo. Essay 

1., 18 and 53. fl ., 28 to 29. 

Tiie Oovernmont not rjillod upon toprovido preuiou.s 
iiiotul for coiuago. 11., 26. V., 32 and 83. 
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Objection to their regulating the currency. E.ssay 
V., 76 and 79. Also 82 and 83. 

Could not afford to buy the gold. Essay 11., 26 and 
41. Ist and 43. IIT., 19, 


Qovemiaent. 


Greonbacks. 

Hoarded 

rupees. 


Objection that no action is necessary or proper. See 
“ Action.” 

Duty of the Government to maintain and restore the 
standard. Essay II., 28 and 29. 

“ Appreciation ” of greenbacks. Essay I., 26. II., 13. 

Objection tliat hoarded rupees would bo produced 
audlowortho value of the cuiTcncy. III., 19 ; also 
48 to 50 ; also 55 and 56. 

Govornmout may hoard or reserve gold ns well as 
other.s. E,ssay III., 53. 


Incojisislency. Apparent inconsistency explained. Essay V., 66 
to 69. 


Increase. The currency of India must increase. Essay III., 

15 and V., note to imra. 10. 

India. Commerce of India, increase of. Essay I., 7 and 8. 

Currency of Intlia would be liko that of I ranee at tlie 
first. E. 9 sny I. Note to page 17. 

Eulauce of trade favourable to India. Essay I., 36> 
36 and 39. 111,13, 

Interfere. Objection that it would bo wrong for Government to 

interft'ro. Essay I., 18 and 63. H., 28 to 29. 

Objeilion to Uovornmout rogulatlug the currency 
Essay V., 70 and 79. Also 82 and 83. 

Itro'vocable. Proposed measures not irrevocable. Essay 1., 49, 
IJL, note to paru. 14. IV,, bottom of page 8. 

legal Tender, Rostriction of the legal tender of silver coins. Essay I., 
48. Also nolo to page 28. 

Nature and effect of legal tender explained. Essay 
III., 21 and 32. 

Limit to the rU'' in value of tho rupees cxplaiin d 
Es'iuy V'., 10 to 16. 


Limit. 


Loans. 

Merchants. 

Mints. 

Mints. 

Mischief. 


Loans would bo facilitated by my proposals, wbotber 
they bo raised in England or India. Essay IV., 
20. V., 91. 

Objection that merchants would be prevented making 
remittances. See “ Eemittances.” '' 

Objection that merchants will not take gold to the 
mints. Essay I, 42. also 44. II., 31. III., 53. 

IV. , 8. V., 78. 

Difficulties arising from Native mints. Essay I., 30. 

V. , 25. 

Of two standards for England and India. Essay I., 3, 
33 and 53. IV., 20 and 45. V., 18, 43, and 89, 1st. 
Also end of para 53. 


Modes Operand!. Explanation of the "modus operand! ” of a standard, 
in regulating a currency. Essay V., 4 to 6. 

Mementoes. Objection as to the ristof so "momentous” a change. 
Essay II., 51, page 66. 

Rectification of the Indian Standard not a ‘ ‘ momen¬ 
tous ” change. Essay III., 14 and 69, V. 83. 


Notes. 


Obstacle to 
conunerce. 


Value of notes. Essay II., £1 to 23. 

Notes prefeiwed. Essay II., 22. V., 87. 

How maintained of full value. Essay 11., 23. 

Objection t^at the proposed measmos would bo an 
obstacle to commerce. xSse “Confusion.” 


Opportunity. An opportunity for the change soon likely to occur. 
Essay V., 85. 


Paper inconyer- The use and abuse of inconvertible paper currency, 
tible. Essay II., note page 36. 

People. Objection that the change to gold would be resented 

by tho people. Essay 11. Note to page 47. 
V. 92. 


Permanent 

(lepi'essioii, 


A great permanent depivssion in tho i)ricp of silver 
u\)t Ksbuy V., 35. 
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Poor. 

Precedents. 

Premium. 

Price. 


Proposals. 

Rate of Ex¬ 
change. 

Rectification. 

Regulating. 

Remittanoes. 




Objection that gold is not suitable for so poor a 
country as India. Essay L, 31 to 33. V., 83. 

Precedents quoted. Essay I., 15, 

Gold coins would at first command a premium. 

Essay L, 14., II, 31, page 47, V., 66 and 67. 

Gold would not rise to a premium after tho exchange H 

was 2s. the rupee. Essay V., 65 and 70. 

Doubt that stopping the coinage of silver would 
aggravate its fall See ** Coinage.’’ 

Objection that there would be two sets of prices—for 
gold and silver. Essay III., 37. V., 64, 65 and 

.70 to 73. 

Doubt that the proi)Osed measures would affect prices. 

Essay I, 16. IV., 2 and 3. V., note to para. 13. 

Great permanent depression of the^iprice of silver 
improbable. See Depression.’' 

Prices how adjusted. Essay I., 21 and 22. 

Explanation of. Essay I., 13. II., 41 and 42 to 50. 

V., 18 and 19, 77 to 83 and 90. 

Objection that they aro based on an expected 
balance of trade, and would destroy that balance. 

See “ Balance of Trade.” 

Calculation of the rate of exchange, as compared with 
gold. Essay IV., 8. V., 78. 

The rate of exchange not disturbed by the uniform 
heavy di^afta of the Secretary of State. Essay V. 

Note to para. 68. 

now the rate of exchange may bo fixed. Essay I., 

16 and 41. 

Koctifioation of tho Indian standoi’d not a “momen¬ 
tous ” change. Essay II., 51. III., 14 and 59. V., 83. 

Objection to tho Government regulating tho ciuTency 
V., 76 and 79. Also 82 and 83. 

Explanation of the use of a standard in regulating a 
currency. Essay V., 4 and 6. 

Objection that remittances to and from India would 
be prevented. Essay I., 34 to 87 ; and 38 to 39. 

V., 65 and 70, and 80. 

Objection that the chuiigo to gold tvould be resented 
by the people. Essay II. Ndte to pago 47. 

V., 92. 


Eosontod. 


Efiserve. 



Restriction, 

Rise. 


Rupees. 



ii,' 


standard. 

Secrol. 
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Eosoitg of gold. Essay I., 39 and 48. II., 50. 
Government may hoard or reserve gold as well as 
others. Essay HI., 53. 

Ee.striction of the legal tender of silver coins. Essay 
I., 48. Also note to page 28. 

^E^y ""I*"®" o.vplaincd- 

Why Council hills must rise on stopping the coinage 
of rupees. Essay HI, 39 and 52. 

Limit to the rise in the value of the rupees explained. 
Essay V., 10 to 15. 

Eupoes not depreciated at present. Es.say I., 50 
to 51. II., 17 and 25. IK., 10. V., 13 and note. 
Eupees as “tokens” not bartered as commodities 
Essay II., 1 to 17. 

How tlieir value is to be maintained. Essay II., 
25 and 30. HI., 32 to 33 ; also 41 and 51 and 52 ! 
V., 86 and 87. 

Eecoinage of the rupees unnecessaiy. Essay II., 32. 
Eupees at present “appreciated.” Essay HI., 10. 
■Former value of rupees. Essay IH., 40. IV., 46 to 
61. V., 40, 41, and diagram 1. 

Scarcity of rupees how produced. Essay HI., 47. 

IV., 11. V, note to para. 10. 

Doubts whether they would be “ a2)preoiatod ” by 
my scheme. Essay I, 19 to 27. II., 2 to 17, and 
19 and 30 and 51. HI., 10 and 20 to 22, and 31 to 
33, and 35 and 41, and 46 and 50 to 54. rV., 2 
and 3 and the quotation in 11, also 12, and 41’to 
42. V., note to para. 10, also 86 and 87. 

Objection that stopping their coinage would prevent 
remittances. See “ Eemittanoea” 

Doubt that the value of the rupee is loss tlian two 
shillings. Essay I., 47. Also 50 and 51. IV .to 
to 61. ■’ 

Hoarded rupees would be brought forth aud lower 
the oiu-rency. See ‘ < Hoardod Eupees. ” 

Easily cliangcd. Essay III, 14 and 59. 

Comago in secret impossible. Essay V., 25. 






Secretary of 
State. 

Seignorage. 


Silver. 
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"Would export silver, instead of the mercliants 
Essay V., 77. 

Seignorage on gold coins not to be charged. Essay 
I., 13, page 10. 

Eestriction of tho legal tender of silver coins. Essay 
I., 48. Also note to page 28. 

Eupoes not depreciated at present. Essay I., 60 to 
61. n., 17 and 26. IV., 3. V., 13. 


Silver. 


Smuggling. 


Standard. 


Standard. 


Objection that stopping the coinage of silvor would « 
aggravate its fall. See “Coinage.” 

Great pennanent depression of the price of silver im 
probable. See “ Depression.” 

The same quantity of silver would bo ex^jorted to 
India as before, till the exchange rose to 2a Essay 
IV., 39 to 40. V., 77. 

Objection that highly “appreciated” tokens wo^d 
lead to forgery and smuggling. See “ Eorgory.” 
Smuggling of coins. Essay IIL, 2. V., 27 to 31 
and 36. 

Explanation of the “ modus operand! ” of a standard 
in regulating a currency. Essay V., 4 and 6. 

A standard very different from a currency. Essay 
II., 21 to 23. ni., 14 and 15. 

Nature of a standard. Essay II., 27. 

How the standard of India might bo changed. 
Essay III., H and 59. 

Tlio duty of tlie Government to preserve the accuracy 
of the standard. Essay II., 28 and 20. III., 42. 
Eectiiication of the Indian standard. Essay EE, 51. 
in.. 42. 

Mischief of two Standards for England and India, 
Essayl.,3, 33and53. IV., 20 and 46. V., 18 

and 43, also 89. 1st.' 

Objection that Government could not afford to change 
standard. See “ Government.” 

DoubloSlandard difficulty. Essay 11., 46. V., 4 and 16. 
Doubt whether the Government ought to change the 
rtuudttid. Essny IV 44 iv 45. 
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Stopping the 
coinage. 


Suitahle, 

Tentative. 


Tokens. 


Uncertain. 


Unlawful. 


Yalne. 


Objection that this would prevent remittances to and 
from India. Essay L, 34 to 37 and 38 and 39* 
V., 65 and 70 and 80. 

Objection that 8toi)ping the coinage of silver would 
aggravate the fall in its price. Essay L, 40 to 41. 
IIL, 44 and 45. IV^, 39 and 40. V., 77, 

Effect of stopping the coinage of rupees. Ess^y 

III, 4. 

Objection that gold is not suitable for India. Essay 
L, 31 to 33. Y., 83. 

The proposed measures might be adopted at first 
tentatively. Essay I., 49. III., note to para. 14^ 

IV. , bottom of page 8. 

The rupees would be ‘‘tokens.’’ Essay I,, 26 and 
32, also 38. II., 14 to 15. 

Rupee tokens not bartered as commodities. Essay 
rr., 16 and 17. 

Tokens may bo “ appreciated.” Essay m., 34. 
Tokens compared with bullion. Essay III., 37. 

Objection that the proposed measures would be un* 
certain. Essay ZL, 50. m., 51 and 52. IV., 

6 and 8, and 42. V, 78 to 81, with notea 

Effect of unlawful coins on the currency. Essay 
IV., 26, 2ndly to 9thly. V., 21, latter part of 23, 
and 24. 

Difficulty of getting rid of unlawful coins, Essay II., 
18. ril., 2 and 26 to 27. IV., 28. V., 26 to 33. 
Quantity of unlawful coins necessary to do any 
seriotts injury. Essay V., 24 and 25. 

Doubt whether the exchange value of the rupees would 
exceed their motoUic worth. Soo “Appreciated.” 
Objection that the value of the rupee is not so much 
88 28. Essay I., 47. Also, 50 to 61. tV.. 46 to 
61. 

Limit to the rise in value of tlie rupooa explained. 
Essay V , 10 to 15. 





Value. 


VariatioDS. 

Wrong. 


The value of rupees as “tohens,” how maiutained 
Essay 11., 25 and .‘50. HI., 32 to 33, also 41 
to 62. V., 86 and 87. 

Value of notes. Essay IT., 21 to 23. 

Foimer value of rupees. Essay III., 40. IV., 46 to 
61. V., 4b to 41, and Diagram 1. 

Variations of the exchange. Essay I., 4 and 5. V., 

diagram let. 

Objection that it is wrong for Government to interfere. 
Essay I., 18 and 53. II., 27 to 29. 


ON THE MEANS OF EESTORINO THE INDIAN CURRENCY TO THE 
VALUE IT POSSESSED PREVIOUS TO 1870, AND FIXING THE 
SAME BY INTRODUCING A GOLD COINAGE, 


1. The following remarks have been prepared in answer to 
the wish expressed hy the Under-Secretary of State for Tridia 
for any suggestions towards the removal of the serious evils 
consequent on the depreciation of the value of silver, and the 
fall of the Indian exchanges. 

2. The proposal to introduce a gold currency for India w'a^. 
made so far back as 1864, and it is hardly necessaiy to state 
that if there appeared to ho good reasons for that measure then, 
the arguments in favom* of it are much more evident now : for 
it camot be denied that if a gold standard liad been substituted 
for silver in 1865 or 1866, the whole of the present very serious 
loss and embarrassment would have been prevented. 

3. In a letter which I had the honom- to address to the 
Secretary of State for India, dated the 16th January, 1868, I 
ventured to urge that the opportunity of introducing a gold 
standard which then existed should not be neglected; but I did 
not state all the ai-guments in favour of the change, because at 
that time I believed that the Government wished for and 
intended to make it. It may be right, howevm’, now Ijricfly to 
mention that, besides the oilier arguments so ably set forth in , 
the former discussions of the subject; an impoifant reason in 
favour of the introduction of a gold standai’d of valuation 
in Imlia—one tending to the belief that sooner or later it must 
be inevitable—is not merely the confusion and detriment to 



fade at present experienced, bnt the inherent mischief of an 
arrangement which subjects the enormous and daily increasing 
commerce of England and India to constant vicissitudes in the 
prices of the two metals constituting their respective standards 
of value, and the incessant liability to the embarrassment of all 
contracts connected therewith. 

4. In a letter addressed by me to a leading member of 
Parh'ament, dated the 19th July, 1869, remarking upon the 
groat misfortune it would be that wo should miss the chance we 
then had of assimilating the cun’cncies of India and England, 
I referred to the great advantage of putting an end to the 
oscillations of the exchange, which with a silver currency 
might range through about 16 per cent., and with a gold 
medium would be limited to about 2 per cent. 

5. These remarks have been justified by late events, which 
liave shown the possibility of fluctuations such as were an¬ 
ticipated ; and the question now is, seeing thdt so great a fall 
has been experienced, and the silver contained in the rupee has 
alrt ady lost so much of its value, whether any measure can bo 
proposed by whicli its purchasing jiower in India may be 
restored, and, consequently, the * exchanges brought back to 
their normal condition ? 

6. Although it cannot bo denied that the difficulty of 
effecting this object is much greater now than it would have 

* following tliu “ balaiK'O of trufli',” the exchanges riso and fall uithin 
tho limitH of tJio cost of proctu-iug tho moneys or cun-oncy of tho respootivo 
counfcvicH. So long as tho Indian money is readily procm-aldo by moans of 
eilv't r hullion, its cost, reckoned in gold, cannot vary much from that of tho 
•Uvor; but if that facility tvero done away with, and Indiau (rupee) money 
couiil h'i only procured by tho (loliverjof gold, its cost might be iucrea.sed, and 
tho (;on-o::pouding amount of English gold ciut( loy given for it (or tlio rate of 
V ould bo increased oloO- 
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been some years ago, owing to the deeline which lias already 
taken place, yet there seems to be sufficient ground for 
the belief that, even now, if decided measures were adopted, it 
would not be too late to restore the currency to its former value 
for home (Indian) payments; and that, too, without any shock 
or disturbance; the principal step being that of putting a stop 
•to the coinage of silver on private account, at the same time 
taking measures to discourage the importation, or at the least 
the circulation, of foreign made silver coins, and opening the 
mints for the receipt of gold bullion for coinage. 

7. To explain how this would operate, T must observe that 
the internal commerce of India, which has only of late years 
begun to be developed, is still but in its infancy compared with 
what in the future it must attain to. The Indian EailAvays, 
of which only a first instalment is completed, have, together 
with the telegraph, had but a short time, comparatively, to act 
upon the dormant energies of the population; yet, ncverthcloss, 
if we may judge of the activity of internal commerce by the 
growth of the import and export trade, and comj)arc the seven 
years’ average ending in 1847 with those ending in 1874, avc 
find that between the first and last mentioned periods—that is, 
in twenty-seven years—the growth of tho export and import 
trade of India was from *ii27,708,375 to t£99,008,798, that is, 
not very far from fourfold. 

8. May we not argue from this that the internal trade of 
the Empire of India has increased and is increasing in some¬ 
what a similar ratio; that, as the export trade is based upon 
the pi’oductions of the interior, and the import trade rii)on dis¬ 
tribution of the returns in tlie interior, the two classes ol 
commerce, more or less, rise and fall together F 

"'■ IStfttistical Abstract relating to British India from 1840 to 1305, 
page 41. 

t • ’d'l; 8tati8tic:J Abatmct, nintb inimber, pages 31 iiud 3<. 




9. Whatever may be the cause, the internal trade of India 
has, ever since the beginning of this century, required constant 
and steady additions to her currency, averaging during the last 
thirty-eight year’s upwards of live millions of pounds sterling* 
per annum in value. Besides this, the returns show that the 
balance of imports over exports of gold bullion, during the 
same period, exceeded an average of two and a-half millions 
sterling annually, having been during the last twenty years 
more than four millions per annum.f 

10. Such being the case, it appears to be a necessary con¬ 
sequence that, if the supply of rupees were put a stop to, the 
remainder must increase in local value, as compared with 
commodities, till they resumed the position which they held 
on a par with gold, at the rate of 10 rupees to a sovereign, 
for the 16 years previous to 1870.f 

11. After that point had been attained, it would be the 
interest of merchants to take gold to the Indian Mints for 
coinage; and they would do so, indeed, before the attainment 
of this improvement of the exchanges, owing to the premium 
or “ batta”^ which would at first be obtained for the gold coins. 

12. By this means gold would gradually be brought into 

Iiidia; and, as it has been shown that an addition to the 
circulating medium of at least five millions sterling per annum is 
necessary, and no silver coins could be admitted, it would slowly 
ac(*umulato there; although it is true that, on every occasiou 
when rcniittances of specie abroad were necessary, gold alono 
Avould leave the country; for unless, by any chance, bar silver 
ttcv '3 to r<'covcr its former price of per ounce, the rupee 

pieces would become “tokens,” worth considerably loss than 

' ’'Ti-'ctsllanoonH Statistics— Financp—Atvouii;,, Ko. 96. 

•[•Jli;- L-llancioie Firiani.i- -Accocut, No. 99. 

XVkk tCoiJort of tiio Oonfoicaccs of the Iiioia CoiuiaUiee of the Bociety of 
AllAi,|H,uduc, pn-as. 32 »4. § Vidt Poia, 14. 
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their denomination, and could not be scut abroad without loss. 
There w'ould be a bar to the export of gold coins also, at first, 
from their not being readily procurable. 

la. The proposal therefore is, that, after due notice, 
tho coinage of silver on behalf of private individuals and 
advances upon silver bullion should be susjjended; that 
part of Act 23 of 1870, which makes it incumbent on the 
Government to receive and coin it, being repealed: tho Govern¬ 
ment retaining in their own hands the power of i’ej)lenishing 
the silver currency whenever they may deem it expedient. 
That gold bullion should be received by tho Government 
at tho Mint rate of Us. 38 : 14 As. per standard ounce, and 
coined into sovereigns and half-sovereigns (representing Es. 38 
As. 15), or ten and fivc-rupoc-pieces of tho same value *, wlik h 
should be declared legal tender, but not dcmandablcf, the 
present silver rupees continuing to be legal tender, as bcfo)-o. 

* It would bo nn oxcoodingly groat help towards tho introduction of tho 
gold coins if, at tho first, tho ojition were given to the parties bringing llio 
bullion^ to have it coined cither into ten-rnpeo and five-i upoo-picces, correspenu- 
ing in composition with our sovereigns and half-sovoroignH. or into pici-e.s of 
pr(;cisoly tlio same valu<>, but in fine gold, 99^ tcnich. Tho latter would bo 
much more ucceptablc to native prejudices and tastes, and more u.soful in their 
trade, '.rh'.-ro is an enormous amount of gold in India at present, ofu liich u 
ccuslderabb part would probably be brought for coinage if this were grunt d. 
Any ohjoction to the use of fine gold wliich might bo raieed on tho ground ot 
tho coins being softer than the standard metal, would in reality bo of no im¬ 
portance. Those coins would bo eagerly sought, and generally used for hoardin;'' 
and manufacture of ornaments, and they woidd generally escape tlie c! tritum 
of common circulation, If tliey did not, and in a shorter tinio than usual lost 
M-'oight beyond the mint •' remedy,” they would cease to bo h>g, I toniicr. 

fOold coins wore struch in tlie Incbuu Minis sinco amt ,, 1 ,,, ., 
v.’luablo than'heir denomination;! as ropr<>oontod l>y tho ilreT’evius. Tin v 
wci'f by Li,v legal tender, but not clomandabli’, and they ooriu.'.nideil u in cniiuiii 
in (t o maik.:! I’lr. ^nly u f* vv were culled f ir, t.-eeause iho n'lie: leg,.! tomb r 
ei.uetiiy wi.--p -oenrabh in unlfraiicd ipiautitios at a chei.ifr teb. ; rtii.l Ue. i i 
g >M ( jins v. oro chirged with the very high seigworngo o' ) per ttut. .Pd. 
be*, o.ol tho out: lb., ( 0,1 oi .tri-ten, "yido i’rinsop’e ussfid iubles, page 1. 
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seignorage should he charged for the manufacture of 
the gold coins beyond that implied in the terms of purchase, 
which arc the same as those of the Bank of England, and yield a 
profit of one anna per ounce, or ^th per cent, which is more than 
enough to pay all the actual outlay.* 


14. As before observed, gold would leave India whenever 
specie remittances abroad were necessary; and on that account 
the gold coins, not being demandable, or parts of the regular 
cuiTcnoy at first, would command an “ agio ” or “ batta ” in the 
bazaar. This would be no objection, and it would tend to en¬ 
courage the introduction of gold into India at other times. 
The “ agio ” might bo considerable at first, but it would 
gradually diminish as the rupee currency becanxe enhanced in 
value, and it would be finally put an end to whenever there 
came to be an abundant supply of gold coins, as compared with 
the inferior branches of the currency. 


15. It may be here mentioned that the proposals con¬ 
tained in this memorandum involve nothing which is new and 
untried, or which has not the sanction of satisfactory 
experience. There is a precedent for the coinage of gold pieces 
separate from the ordinary currency, and making them legal 
tender, but not demandable, in the action of the Government 
of India in 1833 f; and there is a precedent for the stoppage 
of the coinage of silver, in the proceedings of the Britisli 
Government when our prcsciit system was established, and in 
the late successful action of the Government of Holland. 
There is a precedent, also, for tho establishment of gold legal 

This statGinent isfuiinded on tlie fact tliat the cost of coining nipoo 2iit*c«.»s 
in tliG Calcutta Mint is from i to J ^ler cent., or eight to twolvo annas pot 
iniudrrd pieces. Ono^sixth por cent on gold ten~rupeo coins would bo one-sbcfli 
of u vuiioos, or 26§ annas. 

t Fuoj Priusoji’s useful tablci, p. I, 
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tender coins, without seignorage, and a subordinate token 
currency, in silver and copper, in our own admirable and 
universally approved system in England. The apparent diffi¬ 
culty m the present case is the existence of the chasm to he 
bridged over; hut for that purpose there are special facilities. 

16. Indeed, there can he no question that there is ample 
power to effect the change, if it he once determined upon. As is 
hereafter shown, the mere stop of the coinage would bring about 
any necessary adjustment of prices, by the operation of natural 
causes, without any further action of the Government; and 
if a loan be raised, and the suspension of the coinage be 
added to the limitation of the sale of Council bills, the ex¬ 
changes could not fail to mount up quickly to the required rate. 
To raise a loan and limit the sale of bills, without stopping 
the coinage of silver, as it would cause the remittances to bo 
made by silver bullion, would lead to further additions to the 
Indian currency, and add proportionably to the delay and diffi¬ 
culty of restoration. Besides which, any advantage so gamed, or 
by any means other than the adoption of a gold standard, such 
as raising the rate of discount, &c., "would only bo temporarj, 
and would disappear as soon as the measure producing it was 
discontinued. The only thing which can fix * the value of the 
Indian currency, in relation to that of England, is to base it 
on gold. It will be observed that the method of doing tliis, ^ 

* It is uot intended here to assert that the exchanges would Locomo perma¬ 
nently fixed as soon as the coinage of silver was stopped, or they hud once 
reached the rate of 23 *. per rupee. They might continue to oscillate, slightly; 
but, from tlio time of the mint being closed, the rise and fall would be on cither 
side of an ascending rate until, after it had been settled at 28., and gold 
was established in India, tlioso oscillations would be limited to the cost of 
freight and insurance of gold either way betwe^'u l^higlaiid and Lidia, Ii^docd, 
owing to special and peculiar circum>stanoo8,* even tins amount of fliictudtion 
Would leroly exist. 

♦ VUh Hoport of conferences hold by the India C^ominittco of the Society of 
Arts, 1S70, Appendix, para. 18, 


which is here proposed, requires no purchase or accumulation of 
cither gold or silver, and no re-coinage, but leaves the change to 
be entirely wrought out by the ordinary operations of commerce. 

17 . The following remarks are offered inansw'er to various 
objections which either have been made or may be anticipated. 


18. 1st Objection .—That it would bo wi’ong for the Govern¬ 
ment to interfere, or by any act of legislation to cause an 
increase or diminution of the value of the currency. 

To this objection all I have to reply is that my pro¬ 
posal is based upon the supposition that it will be agreed 
and intended that the currency should be restored in local value 
to what it was for the 15 years previous to 1870. It is beyond 
the scope of this memorandum to argue the point, or to 
presume to offer an opinion as to the urgent importance of the 
measure. It must be left to others to consider w'hether or not 
it be the duty of the Government to restore matters, and put 
them on a secure basis; giving due consideration to the fact 
that the neglect to do so may involve the loss to the Indian 
revenues of miUions sterling per annum; and if it be decided 
that it is not so, there will be no object to be gained by paying 
any further attention to this memorandum. 

19. 2iid Objeclion.—T]xo.t the rupee pieces would not be 
“ appreciated ” by the proposed measures. 

In ansvrer this I would observe that, as regards the 
gr<;atcr part of tlie fall in the value of silver, it has otreurred 
so recently tliat it is very doubtful whether prices generally 
ihrou'^houl. the length and breadth of India have, been, as yet, 
affected by it to the full extent, if at allbut, oven supposing 


* 1H73, wlien tlic price of =*ilvcr l)cynn to fidl, ^t'.e in.poite of that 

uH.f.l u.tn lu.iia have, heen IcHS than the normal supply ; honce tho opinion that 
cAunot u. vet have rheu gcaonilly, owing to iucnnme of the currency, cun- 
Hcaucnlly, that tho rupee cm,not bo mutoriully diinuushcd iu volue.-Vido 
Mcononmtj May, 1876. 





that in all India the rupees have 5 per cent, less purchasing 
power than, they had in 1870, can we doubt that the withdivawal 
of five millions sterling per annum from the currency would 
improve the value of the 'remainder ? In the course of ten 
years there would he a comparative deficiency of not less than 
50 millions sterling, or 500 millions of rupees—^fully one-fourth 
part of the largest estimate of the whole currency. It seems 
to ho hardly credible that, if prices have been affected since 
1870 by the additions made to the currency since then, they 
should not fall back to their former rates long before so large 
an amount of the normal supply had been withheld. 

20. If the whole metallic currency of India bo taken at the 
large estimate of 200 millions sterling, and if it be even assumed, 
as above, that it has fallen in value one-twentieth part, it would 
follow that a deduction from it, or diminution of its mass by 
one-twentieth part wordd be sufficient to restore it to its noimal 
value; and this, at the rate of five millions sterling per annum, 
would be effected in only two years. 

The recovery will probably be admitted to bo only a 
questioii of time; for it is unlikely that any one u'ould assort 
that, if all future additions to the currency wci'o stopped for the 
next fifty years, the remainder would not be locally more valu¬ 
able than at present. 

21. But the “ appreciation ” of the currency may still ho 
denied, on the ground that, as the material of the coinage 
has fallen in value, the currency itself has also fallen irre¬ 
trievably ; and that natives as well as foreigners, knowing 
the exact value of the bullion contents of the coins, would 
not give a traction beyond it; so that it is in fact iui- 
])r>ssibio but th.at the value of the currency must ' ke and fall 
with the value of the metal it contains. As this phase of ilic 
objection proceeds from a misapprehension of the mode in W'liidi 
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the prices of commodities are affected and regulated hy the 
currenev, it will perhaps he the readiest way of meeting it if 
it be first enquired, How it is that the currency of any State 
adjusts itself, by a self-acting process, to the true standard re¬ 
presenting the ratio of bullion to commodities ? This is not 
done in the way implied by those who speak of the natives in 
the bazaar as being intimately acquainted Avith the precise 
metallic contents of the coins, although it is true that to 
“shroffs,” goldsmiths, and dealers in bullion it is well known ; 
because, however well known to them, there is liarclly one 
person in a thousand of the ordinary population Aidio knows 
anything at all about the intrinsic Avorth of the pieces; just 
as the same is true even in England. Indeed, if they did, 
though they Avould bo possessed of a precise knoAvledge of the 
value of the coins as contrasted Avith others, or Avith pm-e metal, 
this could not in any way affect the question of their com¬ 
parative value with commodities, or influence the scale of 
prices. No man, for example, Avould be able to estimate the 
relative value of the 123.271 grains of standard gold contained 
in a sovereign, and a pair of boots. The process of adjustment 
is, indeed, quite a different one, and the same as that whereby 
all commodities, as well as coins, find their respective levels. 

22. The instruments and means of exchange are subject to 
the law of supply aixd demand, as any commodities arc, with 
this peculiarity, tluit tiicre is an incessant and iviexhaustiblo 
dxiuaud for them in every corner of the countvy. When 
the prices of commodities in general are too high, in other 
Y,M,• Avhen the i»reeious metal formed into coins is not 
H ffieieiitly potent, then either more commodities arc attracted 
t,. the -market, or tire coins arc melted down and the bullion 
c.\'])or:oa to oil-re-places, wliern it can do 1-o.u r. When, on the 
oi \<r-r iiniel. t!.-; prices of cominodincs arc too k.w, iliat is, when 
pi-, ui.ns eicta). in the .shape of coins is too pot. nt, it is quickly 
foifud VO be profilablo eitiicv to export cornm edit ice to belief- 
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markets or to bring in precious metal from abroad and form it 
into coins; and till one of tliese has been done the currency 
retains its extra potency. This process is constantly in opera¬ 
tion; but it will be obvious that if the corrective be witheid on 
the side of repairing the deficiencies in the bulk of the currency, 
the inevitable result must be a gradual improvement in its 
power and local value. 

23. As it has been suggested that the place and functions 
of the currency might perhaps be taken by silver bullion, 
it must be remarked that gold and silver bullion arc 
themselves only valuable commodities, and it is not until they 
can bo formed into legal coins, or sold to the Government at a 
“ mint price ” that they necessarily command any certain price 
in curi'ency. If neither of these privileges were possessed, 
silver as well as gold bullion would be a mere commodity, 
fluctuating in value as gold now does in India, because no one 
can legally pay his I’cnt or discharge a debt by means of it; 
and it must rise and fall in exchange for other commodities in 
proportion to the fluctuating demand, and the excess or 
deficiency of the supply. Bullion, therefore, could not be so 
used as to affect prices. 


24i. In order to illustrate the subject more clearly to 
those who may not be quite familiar with the effects of a con- 
traction or enlargement of the currency, I would call atten¬ 
tion to the effect w^hich would follow the opposite mcasui*e to 
that recommended. Let us imagine that it were possible to 
completely shut off the egress of any coins out of the currency ; 
and f liat, year by year, steadily, five millions stt rliug in value of 
coins, over and above the pi’oper requirements of trade, non; 
thrown into and retained in circulation. It is obvh us tlmt, alifr 
a time, the pi-ices of commodities v.'ould be gradually im teased 
in proportion to the glut ” of the currency. Ntieh a m; asurc 
y.'o:tld l?e riifheult, praidierdly, v'ith a nirhdlit c.iividalinii^ 


jocause the temptation to smuggle the coins abroad, where they 
would he more valuable, would be so great; but the same condi¬ 
tion of enlarged issue is, in effect, realised practically, in the 
case of an inconvertible paper currency ; and the result is well 
known. 


25. And so, also, is tlie result well known of the with¬ 
drawal of the surplus of an overstocked currency : that is, the 
gradual reduction of all prices, including those of gold and silver 
bullion. In a paper read by Mr. E. Seyd before the Society of 
Arts, India Committee, on the 3rd March, 1876 (Journal, Vol. 
24), No. 1216, page 308), it is shown that in the year 1865 the 
American Greenback inconvertible paper currency was so much 
in excess of the requirements of trade that 100 dollars of it 
were only exchangeable for 60 dollars in gold; yet, by no other 
means than the gradual withdrawal of the excessive issues, the 
premium on gold, which was 100 per cent, in 1866, had been 
reduced to 13 per cent, in 1876. 

26. The same improvement in value attends the con¬ 
traction of every kind of currency; and this would be easily 
reco<mised in regard to the measure proposed in this memo- 
randum if we could get rid of the prejudice that coins, being 
composed of metal, must necessarily follow the fortunes of the 
metal. Q"hey would do so, if they could be brought into and 
taken out of the currency freely. But we must not lose sight of 
the important condition in the proposed plan, that no addition to 
the silver coins of India would bo possible by the public, at any 
time; and as the exhaustion of the currency could only be made 
good, or the currency obtained by moans of bills and gold, at a 
cost beyond the mint price of the cheapened silver, the rupees, 
though continuing to perform all their duties, as formerly, would 
become “ tokens ” whenever the legal standard gold coins were 
brought iiito general xise; and the cost at which current rupees 
n’liuld in future bo procurable, by the aid of bills or gold, would bo 

i)}.cr ihria the market value of the silver contained in them. 
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27. In England our silver coins circulate, without question, 
nt values 22 per cent., at the pi*csent moment, above that of their 
bullion contents. In Erance the five-franc pieces circulate, to¬ 
gether with gold, at a rate of about 11^ per cent, above their ljub 
lion worth. In this latter case, the silver five-franc pieces are 
legal tender to any amount; but in both cases their A aluo is 
maintained because the number admitted into circulation is 
limited. If it were not so in Erance, the five franc pieces would 
soon deluge the country, and every gold piece would be driven 
out of it.* 


28. Zrd Objection. That the circulation of coins at so high 
a nominal value above their intrinsic worth would be a most 
powerful temptation to counterfeits, or unlawful coining of 
rupees from true standard metal. 

This objection is true, as far as it goes, but the evil would 
not be greater in India than it has been in England, more or 
less, for the last half century, without serious inconvenience; 
and only half what it is at present, with our silver tokens. Nor 
would it be greater than it now is in Erance, where the silver 
five franc pieces arc overrated 11^ per cent., and arc legal 
tender to any amount. 

29. It is not at all probable that, within our own territories 
in India, any very large amount of unlawful coinage could 
exist without detection; and it must be remembered that, in 
order to impede the‘progress of the desired change, fifty 
millions of rupee pieces must be put into circulation annually. 

* Tlie position in India, if my proposal were carried out, would, attJio iirst, 
1)0 exceedingly similar to that of Franco at present. There would he a rery ‘ 
large luass of rupees, legal tender for any amount, and circulating t* vher wiih 
gold : incapable of driving the hitter out of the ourivncy, bcraiiM. j)u?ro 

udditi'u can be made to their quantity. They won I also tlunnsolvoa be iii- 
/apahio oflc:^ving the currency, because they would he o interior ii»tring'd« 
vainuto their donomluatioo. 
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30. Tho objection, however, discloses a difficulty which 
may he found to exist with respect to tho privileges we have 
conceded to one or two Native Mints—allowing them to coin 
rupees at their discretion; and it would he absolutely neces¬ 
sary, on the announcement of the change of system, cither to 
insist upon their conforming to it by stojiping the coinage of 
silver, or to take such measures as might he necessary to limit 
tho admission of silver to their mints, or confine their coins 
strictly within the limits of their OAvn domains : or to withdraw 
all their own currency, and supply them with a sufficiency of 
coins stamped with the effigies of tho Native States. 


31. Uli Objection .—It has been tu’ged by some that a 
change of tho Indian standard, from silver to gold, is not 
desirable because, owing to the poverty of the people, silver is 
so much more appropriate as a measure of value, in their ordi¬ 
nary transactions ; that gold cannot he reduced and subdivided 
so as to suit the petty dealings of the million, and bring the 
pieces formed from it into familiar and constant use amongst 
tho people. 

32. This objection is one which might have been enter¬ 
tained Ijcfore the publication of Lord Liverpool’s treatise (in 
1805), and the establishment of the plan by which any number 
•■'F ditferent metals could bo associated together in currency 
under a proper syrdem of “tokens.” It is needless now to 
oyph'.in that the use of gold does not in tho least degree pre- 
rhi le, or interfere with, the use of silver for mmller pay- 
incuFs, nor of copper, nor eveii of “cowries,” all of which, to 
any required extent, find their places in a properly ordered 
curren 

3 . 3 . The objeetor who urges the betler adaptation of silver 
to the siuail trausaoiions of i native Indian trader, not only 
lorticls ; he conclusive answe? to his objection supplied by tho 


wnist^^ 
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modem system of token coinage, above referred to, hut also 
tlic very great defect of the rupee currency in regard to large 
payments. This is not a question of the transport of coins, as 
it has been occasionally stated, in order to be partially met 
by the facilities afforded by railways, but it is the question of 
“ taking delivery ” of large sums, wJiich is found to be an 
intolerable inconvenience; so much so that we may say that it 
is, in practice, next to impossible for an officer personally to 
verify the contents of a treasury he is called upon to take 
charge of. But it will be observed that this is not the ground 
upon which a change of standard for India has been suggested, 
but, rather, the enormous disadvantage of maintaining two 
different standards for countries of such intimate connection 
and vast transactions as England and India; and the incalcidablo 
importance of a unity of coinage. 

34. 6th Objection .—Another objection which has been 
suggested is—1st, that the exclusion of silver from the mints 
would deprive merchants of tlie means of placing funds in 
India; and, 2ndly, if the rupees bo raised in exohaugc'able 
value above their intrinsic worth, they would be unfit for pay- 
nnmts out of India. 

35. In regard to the first part of this objection, it may 
be observed that, when the only means of placing funds in 
India, besides the purchase of commercial bills, is confined to 
the bills drawn by the Council of India, and gold, the Secretary 
of State will have it in Bis power to meet every demand of that 
kind, at rates which ho will be possessed of great power to 
control. Ilitliorto, what has been called tho balance of trade 
has ?] vays been iiv favour of India, arising from tho fact that 
it has always been found easier to push tho sale of Indian raw 
pi'silaes-s in T' lropc. than of European manufactures in India ; 
roiu fl.o dhleTence has been made geod by iiouncxl bills and 

hr.liinii. 


36. 'J.’aldng into view the transactions of the whole 'pre¬ 
sent cL'ntury, we may say that the exports of products from 
India have been sufficient to pay for imports and the demands 
of the Home Indian Treasury; and, from the unfailing ex¬ 
perience of the past, we may be assured that they will for 
many years to come continue to do so. There has been a 
falling off for the last year or two, owing to special circum¬ 
stances affecting some of the chief staple products—for in¬ 
stance, cotton, jute, silk, rice, &c.; and, at the same time, a 
somewhat sudden increase of the homo demand; but we can¬ 
not doubt that the above-mentioned characteristic of the trade, 
depending as it does upon unalterable facts, will remain for the 
future what it always has been. Moreover, it is unnecessary 
to forego any important measure on account of a supposed in¬ 
convenience to commerce, which, if provided with due notice, 
can always take care of itself. 

37. There will, therefore, be no difficulty in placing 
funds in India which it will not be in the power of the 
Secretary of State for India at once to remove, by granting 
bills; and the fact of these bills being the only means of re¬ 
mittance left, after the exhaustion of the ordinary commercial 
“ documents,” must lead to an ehhancement of the rate of ex¬ 
change, which would be limited only by the transmission of 
lilnglish or Australian gold; by means of which any amount 
of money could be at all times transmitted. 

38. Upon the second part of the objection, it must be ob¬ 
served, that it is not proposed to make the least altei’ation in 
tlu 5 present currency of rupees, which would continue legal 
tender for the loi'gest amounts, as tliey are now'. It might, 
thcicfore, be argued that, as regards external commerce, 
llicy " ould be in the same position, and as suitable for 
export as they have always been, and it is true that their 
value outside of the currency would not be in the least altered 


by tlie measures proposed; but it must be admitted tbat they 
would not be useful for export after the exchanges rose, if 
the price of bar silver continued low, or went lower. In that 
case, the rupees would be like the Prench five-franc pieces, 
at present; they would assume the position of “ tokens,” 
rejjresenting more value in local exchange than theh* metallic 
contents. In the meantime, gold coins would enter the currency 
by' slow degrees, first at a “batta ” or pi’emium, and eventually 
on a par with the silver rupee tokens. While the gold coins 
are scarce, foreign payments will be made, as they are in many 
cases at present, by means of fine stamped gold bars; of 
which the quantity at hand may be judged by the fact that the 
value of upwards of 86 millions of pounds sterling was ab¬ 
sorbed by India in the last twenty' years. 

39. In addition to the above, if the suggestion made here¬ 
after, in para. 48, of substituting gold for silver in the reserves 
for note cirerdation, be adopted, this objection Avould cease to 
exist. The Indian system would then correspond exactly' Avith. 
that of this country, and all necessary exports Avould he 
provided for. 

It must be remembered that, asshoAvn above, the tendency 
of natural causes for the whole of this century' has been to 
require bullion remittances into, and not out of' India. When 
the opposite state of things may occur, owing to fluctuations 
in commerce, balances will be, more or less, adjusted by Chinese, 
Australian, or other Jjills, by the Indian Banks. 

I must, also, here repeat the caution just given, that, with 
due notice, commerce will take care of itself, and exports and 
imports adjust one another. 

40. <oth Ohjeotion .—It has been suggested as an objection 
that the exclusion of silver from the Indian Mints on flic part 
of individuals Avould further aggravate the fall in its price, and 
tend to retard its recoA'cry. To this it must be replied that, 
looking to the v( y cojisiderable increase in ihe .supply oi silver 


ion, and the already decreased and diminishing demand for 
it, a 7 iy permanent recovery of its price, for many years to 
come, is out of the question.* It is true that putting a check 
upon the deluge of India by silver will close one of the exist¬ 
ing markets for its disposal, and tend to lower its price; but 
from the moment that the coinage of silver for j)rivate indi¬ 
viduals is stopped, the Indian Mints being left open for the 
coinage of gold, the Indian currency will become independent 
of the price of silver bullion, and, to whatever further depth it 
miglit fall, would be unaffected thereby. 

41. With the risk of so terrible a calamity before us as that 
with which we are now threatened from a continuous indefinite 
fall in the cost of our medium of valuation, it seems to bo a 
paramount duty to seize the means of escape while they may h.o 
had, irrespective of all other considerations. If suspending the 
coinage of silver should fail to restore the exchanges to 2/-, it 
would certainly afford the means at any moment ioficc the ex¬ 
isting rate, whatever it might be, for ever, by lowering the terms 
for the admission of gold and submitting to the loss; * Avliieh, 
however largo it might be, would be preferable to allowing the 
present system to continue, and running the risk of the rate 
sinking lower indefinitely. But there can be no doubt that, by 
pcrseveri]ig in a decided course, the entire restoration of the ex¬ 
change may be achieved, and the whole loss avoided. 

* Vide Mr. Hi.ningljeiTy's TrcalLse on tlio Production of gold and sih'er, &c , 
&C, Page 111, parr’.'^rHpli 270, and page IIG, j»aragrapb 274. 

♦The loss here rtferrod to arises from the defect of purchasing power of tho 
Imlian revenues iu tlio mark( ts of tho world. Gold has a world-wide vnluo, and 
if the raiio of tlic ru])eo to tho sovereign he for ever hxed at ten to cue, or 2.>.per 
rupee, the aiional income of the Indian Empivo, which may he roughly stated 
at iLfty troros of rupees, will be eipuivaient in x>iireha.sir.g powiU' to fifty milliims of 
pou'trjM Bterliug. If, however, the ratio he fbeod at a lower poiiii, say for in- 
Btuiuo fit 10.909 to 1; or Is. lOd., tho some income will he Gt|uivaloiit only 
io id.63 r-ferlliig, or un annual loss of 4J- milUonc, the eapitah 

i«i d value of which at o per cent, h 83^ ndllions—at Is. 8d. tJie annual loe.s 
would bi! 8’ Tuillii'iis, fit tJiu aiuiual loss would he 12i millions. 


42. 1th Objection .—is one more objection whicii. may 
be conveniently stated in the following question : How is it to 
be expected that niercbants will take gold to the mints to bo 
coined into pieces representing Rs.38 16 As. per standard ounce, 
when tlie market price of the same gold may be upwards of 
Ils.42 to 43 ? To tills it may be replied, that the price of gold in 
India is regulated by the rate of exchange. AVhen a “ demand ” 
bill on London is worth 2/- per rupee, a British sovereign is worth 
Bs.lO, and the standard ounce of gold Its.38 14As. When the 
exchange falls to 1./9 per rupee or less, the sovereign rises to 11 or 
12 rupees, and the standard ounce of gold to nearly 44 rupees. It 
is capable of demonsti’ation that there is an inseparable connec¬ 
tion between the Indian rate of exchange and the price of gold in 
Calcutta, so that when the London rate for a demand bill is 2/- 
per rupee, it is profitable to merchants to take Australian gold 
to the mint at Rs.38 ILVs. per ounce, and even sooner, to 
whatever extent gold coins can be sold at a premium. It is 
anticipated that the suspension of the silver coinage would 
soon raise the rate of exchange, and if so, the price of gold in 
India must fall, eventually, to Es.38 14As. net, per standard 
ounce. 

43. Wi Objection .—That merchants and othci-s Avill send out 
dollars and various foreign coins, and put them into circulation 
in spite of all the efforts of the Government to prevent it. 

In reply to this, it must be observed, that no doubi, the 
importation of foreign coins into India may be, and probably 
will be, tried, but tlie large balances of trade cannot be paid by 
these “ uncm’rent coins.” A few might be sent out and sold for 
bullion purposesbut when it Avas found that there Avas no 
Mir.t to take them to, and that they were not receivable in 
))a\Hicnt of rcA^cnue, ihere would bo great diflicuKy in gettii\g 
rid of auy quaniily ; and to pay balances of millions of pounds 
sterling, a resoj't to gold Avould be inoAdtalde. 





It may lie remarked that, i£ the rupees he “ appreciated,” 
that fact implies a lowering of the price of silver bullion; so 
that there Avould be no special profit in sending out dollars more 
than any other bullion. They would sell for bullion purposes, 
just as bar silver would, but they would not usurp a place in, 
or interfere with, tlie currency. 

4‘t. ^th Objection .—That if gold coins be struck of the same 
value as the British sovereign, and are authorised as legal 
tender for only ten rupees—^ur the first place, no one wordd 
trike gold to the Mint to bo made into such coins ; and 2dly., 
that if struck and put into circulation, they would immediately 
be collected and sent out of the country. 

The first part of tliis objection implies— 

1st. That the current value of the rupee in India has 
already fallen “ pari passu ” with the price of silver; but this 
cannot be the case. It can only do so in time, and by the spon¬ 
taneous action of Commerce enlarging the currency by sending 
out supplies of silver to be coined and added to it. Tins has 
liitht'rto been prevented by the increase of the drafts of the 
home Treasury. 

2dly. It is implied that, because the gold coins become legal 
tender for only 10 rupees, they will only bring 10 rupees in 
exchange. This is by no means the case. If the current rupee 
is worth much less than two shillings, the gold coin will com¬ 
mand a coJTi.-sponding agio, or “ batta,” so as to realise its full 
value. The action of the State in coining gold for the merchants 
will be, at least, to give them a ready means of pouring into the 
rnarkids, in a popular, authentic, and easily disposable form, an 
Mitich' of commerce for which there is a largo demand in m'ery 
part of the empire, v luch is highly useful in trade, and will 
thorelon; command its ovm price and value. Should gold not 
be iakou to the Mint for coinage at first, this would not inter- 
lore \sltli the ultimate success of the measure. It would soon 



be found necessary for intermediate payments, and well worth 
the trifling cost of coinage. 

The. second part of the objection is based upon a forgetful¬ 
ness of the fact that gold will only be used to pay balances of 
the transactions of commerce. Bullion shipments arc only 
resorted to when all other shipments have been exhausted. If 
then, for example, it has come to pass that debts to the amount 
of one million sterling are due to India, and payment is made 
by sending out gold, the difficulty suggested is, that the same 
gold will be collected and sent abroad again. But it must be 
remembered that, if this be done, there will still remain a debt 
of one million sterling to be paid; and as all other moans of 
remittance had previously been exhausted, this debt would have 
again to be paid by gold, and so on iudeflnitely. In the end, 
if the balances of trade should hereafter be what they have 
been for the last 38 years, at least five millions sterling annually 
(besides four millions of gold), gold Avill accnmultite 'in India 
at that rate, by the ordinary operations of trade. 

This is on the assumption that the accumulation is not arti¬ 
ficially assisted by raising a loan and stopping the issue of 
Council bills, or otherwise. 

45. Objection .—That it would be a breach of faith for 

the Indian Government, having contracted a large debt in 
silver money, to force the acceptance of payment of the f’amc 
in coins of another metal, and to pass a law enabling others 
similarly situated to do so likewise. 

This argument has been fully answered by Sir William 
Mansfield (now Lord Sandhurst) in his Minute of tlic 8th 
Marcl^ 1864 (Chapters 3 & 4), published in the Parliamentary 
papers on the East Imlia Gold Currency, ordered to be printed 
28th I\'bruary, 1865, to which reference is made, as it is too long 
for (| iiotai ion. Moreover, it is obvious that no one could eonnilain 
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fc iDjustico of a law by which he was only compelled to talce 
more than the true value of his debt, not to give it. 




46. As many persons are apt to be perplexed by the idea 
that the rate of exchange is governed exclusively by the 
“ balance of trade,” it is necessary to point out how this ope¬ 
rates, and to what extent it is limited in its action. The balance 
of trade can only afFcct the rate of exchange to the extent of 
the cost of transferring money from the currency of one 
country to that of another. When the two countries have their 
currencies based upon the same precious metal, gold, or silver, 
and tliere is no restj'iction, the cost of transfer wiil not exceed 
tlie freight and charges of transmitting and coining the preciouR 
metal, which charges arc generally constant, and may be safely 
calculated; but when the currencies of the tw'o countries arc 
based upon different metals, there is introduced another element 
into the calculation, viz., the relative value of the two metals, 
which may give rise to great uncertainty ; as is the case at pre¬ 
sent between India and England, owing to the sudden and con¬ 
siderable changes which have taken idace in it. Eifteen years 
ago the charges of transmitting silver bullion to India were 
reckoned at 3^ per cent., and for coinage 2 per cent., making a 
total of per cent.; and if the rate of exchange tended to 
vary by more than per cent., or per rupee, it could be 
prevented by sending silver. Now-a-days, the chai-gos of 
transmission do not exceed I] per cent., which, added to the 
cost of coinage, makes a total of 3:1- cent., hut the rate of 
exchange in Calcutta for demaud bills has fallen from 2/01(1. per 

rupee, to l/S^d., or lOJ per cent., of which 2 per cent, is difl'erence 
in the charges, and 14 i per cent, difference in tlu: gold price of 
silver. 

At present the balance of trade cannot affect the exchanges 
by more than 3 i per cent, either way, but the influence of a 

change hi the gold pri<?e of silver is uncertain, and indefinite. 


WNiSTffy 
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4'7, Xu the early discussion of the proposal to establish a 
gold standard and coinage for India, it was suggested that the 
principle of Act XVII of 1835, making 110 grains of pare gold 
equivalent to 10 rupees, shoidd he carried into effect. This 
recommendation was founded upon the iindei’standing that it 
Avould correspond with the relative values of the two metals at 
that time. Since then, and at a later date (1869), a careful 
examination of the data for the preceding fifteen years, showed 
that 113 grains of pure gold (contained in the sovereign) were 
very nearly equal to the true value of 10 silver rupees in India,* 
and as this corresponds with the value of tho British pound 
sterling, it is a fortunate circumstance that it can he carried out 
l)y the simple ratio of 10 to 1 for the rupee and sovereign. 
This is all the more important from the fact that, to establisii 
the 110 grains of pure gold, in lieu of tho sovereign containing 
113 grains, as equivalent to 10 rupees would, besides prevent¬ 
ing the unity and simplicity of the relation between the Indian 
and English currencies, diminish the purchasing power of the 
Indian revenues by nearly one and one-third (1,328,122) mil¬ 
lions of pounds sterling per annum. 

48. It may be as well now to mention that the action of 
the proposed measure for the restoration of the value of the 
currency might be in some measure facilitatexl if any consider¬ 
able part of the currency notes now in circulation weiv' tem¬ 
porarily withdrawn. To do this Avould, hoAvever, involve an 
expense, and it might not, therefore, be convenient to resort to 
it, unless it Avere deemed advisable to make a sacrifice to expe¬ 
dite the change. It is not necessary to success. Vt Avould 
also be of advantage to substitute gold for the icserves io be 
ke]it against "gold notes,” Avith the view to iis hemg awiihilde 

* t vf lionferouec, by 4ho Inu'ui Coin uiU-■■■ oi tl,;' tjf 

Arl«, 1870 : Appuidix, puras. 32 to 34. 
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^ir^port wlieu required, or employed in circulation udxencvcr 
the time arrived for the gold coins to he declared legal tender 
at the option of the creditor, as Avell as the debtor, either in 
whole or part of payments.* 


49 . It is an important fact that the proposed measures, 
oven supposing them to be absolutely ineffectual for the object 
contemplated, could do no harm. If the decline in the price 
of silver should hereafter continue, the Indian currency, being 
isolated from it, would remain, at the worst, unaltered. If the 
price of silver, on the contrary, should rise, and the exchanges 
approach their former rates, this circumstance would tend to 
help the consummation desired; and at any moment the coinage 
of silver for individuals might be resumed, when affairs would 
revert to then* present position. The acquisition of the Indian 
currency, by the shipment of silver bullion, being put a stop 
to, a much larger demand would exist for the bills of the Indian 
Council, and the rates could not fail quickly to reach the point at 
which the cheaper gold from the Australian mines would find 
its way to the mints. The Indian currency would then be 
restored to, and permanently fixed at the value which it has 
been proved to have possessed for the 15 years previous to 
1870 , and from which it would never, in future, vary more 
than to the extent of the cost of the shipment of gold either 


way. 

BO. It will have bec*u observed that in all the preceding 
remarks the arguments have been made to embrivee the supposi¬ 
tion that the market value of the rupee now current in India 
has fallen in comparison with goods, equaUy with the gold value 
of the metal of which it is composed, though it has been pointed 


* Tt is suggoated i liat, wbou it is considered tiiat a sufficiency of gold coin 
in in may ciapowere-i l.y law to demand a certain porHon 

(,f tli.'ir d. l)t iu a'i'l. For i'lstaiKv, at first one-llfth, later on three-fiftlis, and 
finally wl,,.].. After fiicli silv r would In itstricted as to legal tender. 



out in para. 44 (1st) and, in tlie note to page 12, that this 
cannot really be tht; ease. In fact, if a general comparison he 
made of the prices of articles in the Indian market before and 
after the late decline in the price of silver, it will be found that 
they are at present (Calcutta, March, 1876), if anything, lower 
than before, and it has been explained (para. 44-lst) that they 
will not rise until the currency has been swelled by the absorp¬ 
tion of a sufficient amount of silve>’. To bring the value of 
the rupees into correspondence with the present rate of exchange 
would probably require tlie addition of fresh coins, besides the 
normal requirements of commerce, to the amount of 20 to 30 
millions of pounds sterling; anti, hitherto, any very large addi¬ 
tions have been prevented by the increase of the drafts of the 
India Council. 

51. It may be presumed, therefore, that at the present 
moment the Indian cmTcncy is not materially depreciated, hut 
only in the position of being about to bo so, by the augmenta¬ 
tion of its hulk, through the impoidation of silver hidlion, 
hitherto checked by the Council Bills. This prevention and 
check canuot very long continue, because the abnormal state of 
the exchange between India and Europe stimulates exports from 
India, and discourages imports into it; and if matters continue 
as they arc, will enlarge the balance of trade in favour of India 
over and above any drafts which are likely to te drawn. 

62. It is at the present moment, therefore, before any a cry 
large additions have been made to the Indian currency, lhab we 
have the power to interfere with the certainty of success; the 
object being prevention rather than cure. If nothing he 
done, then, after the Indian currency has been tilled up to a 
i'Wel cor.vesponding with the relatiou ot l ilver to gold, uiul 
p.icc' have risen accordingly, the rupee will have sunk to its 
• aivc' »n b dlion plus 2T pei” cent, (seiguorage) and, nigressaiul 
egress,in and out of theeuricacy being free, will reurim sii If 


should be that indicated by the exchange of Is. 8d. per rupee, the 
effect ^"ould he that the Indian revenue would he condemned 
to a perpetual loss of value of 8-^ millions of pounds sterling 
per annum. 

53. The argument is advanced hy some that the fall in the 
price of silver is a mere temporary fluctuation, and that if Ave 
have patience we shall, sooner or later, see matters restored to 
t heir former position. Let us suppose this possible, but it may be 
ashed, Does it meet the urgency of the claim to remedy tlso 
inherent vice of the arrangement which can at any time give 
rise to the consequences of these fluctuations ? Can any one 
Avho is aware of the enormous losses and distress which have 
been occasioned only thus far, contend that it is right to leave 
matters in their present state, when it is certain that the 
mischief may he prevented and put a stop to for all future 
tim(? by a single act of the Indian Legislature, involving not 
the least shock or disturbance, and effecting a saving of the 
heavy losses now experienced ? 

5 <t. It is to be feared that these proposals may be met by 
innumerable doubts, but this is not a time when it Avill be safe 
to indulge iu them. Decisive action is called for, hut the 
stake is large, and, in so very important a matter, the course of 
the Government ought not to be influenced by the mere mis¬ 
givings of many, who most probably doubt because they do not 
cloarlv sn<A their way. It would be a very serious misfortune 
if, for want of the courage of decided convictions, the only 
ix)n'’dy against tlio very terrible calamity now threatening the 
Indian Eraptee were set aside on account of difiiculties to 
Avlneh Avc m-advisedly attached undue importance. 

J. T. SJIITH. 


.‘33, Ni'Av Broad Sti'Rbt, 

hit May, 1876. 
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ESSAY No. 2. 

CONTAINING- ANSWERS TO SOME OBJECTIONS AND 
rURTHER EXPLANATIONS OP THE PROPOSALS CONTAINED IN THE 
ESSAY DATED IST MAY, 1876. 


1. The object of the accompanying remarks is to afford an 
explanation of difB.ciilties wbicli liaye been suggested in reference 
to the proposals contained in mj essay of the 1st May, and 
some of which are ably stated in the following extracts from 
a letter with which I have been kindly favoimed by a gentle¬ 
man who has made the various questions of political economy, 
and more particularly those connected with currency, subjects 
of his special study. His criticisms are as follows :— 

First one word as to fundi inentul princiido. The motal of every legal 
currency does its work as a commodity, by means of its value in tho metal inorkot. 
A sale for metallic money is an exchange by pure bai’ter of two commodities of 
c^jually supposed value. It is absolutely impossible to give any intolligiblo and 
concoivablo explanation of metallic currency, exeex^t upon the perception ol this 
nature of tho action of money.” ‘‘Convertible paper-money acts as a ticket 
giving possession of the suLstance—the commodity—on demand. Inconvej’tildc 
X)aper money, as the'American dollar, is also a ticket for a commodity acknow- 
lodged to bo duo, but as tho time for giving it is not defined, it is bought as a 
debt, subject to uncertainty of actual payment. It passes as such. W hen Ihoro 
is too much of such debt for use or currency, it drops in value freua ('xcess, as it 
cannot bo got rid of.” 

“ ]\Iy own experience illustrates tliis truth I paid a sovereign to tlio \^ro- 
jniotor of an hotel at Geneva a few years ago. He took it, and then nsked mo 
whether I had a Victoria sovereign, as this one was a St. George and tlu^ Dragon, 
of George III. Surprised, I asked for the reason. ‘ Sir,’ he said, * Ibis soveivign 
will he melted down before to-moiTow evening. Tho new sovereign will j>rovo 
full weight, tho dragon will be light.’ In other words, the sovorcign juiiil luy 
bill a lump of yellow mebil, at its value in the metal market.’ 

•‘Ko law can .alter this proces:.. Aristotle, ages ago, understood the 
and dcacribial Ciduage as a contrivance to 8av<* trouble of ^^eighing. Nothing 
could be more u: on rat 0 . Ergo, coinage will not do wluu you d( iio in India. 
Nothing but domoi.ctisation will, unless silver recovers its value, and kj .steady, 
which it will not be.” 
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It is quite impossible hy mere cessation of coinage to bring a rui»ee worth 
Is. Ocl., as silver, to two shillings as coin. The coining in that case would not 
cease. Excellent rupees would be manufactured by a new style of forgere, as 
good as possible, and they would flood eveiy Indian market. No art of man 
can make silver worth Is. 6d. in Europe, largely and permanently worth 2s. in 
India. The holders of Indian gold would hold it tight, except upon a premium, 
which would practically make the rupee worth Is. 6d. only. You would not 
get gold coin out in the place of silver. Mr. Seyd’s reference to a diminution of 
green backs, accompanied by an increase of value does not apply. There were 
not two prices for the same article; the paper dollar had its American value, 
and none.other. In the India case there are two values of the rupee, one, 
supposed, in India, at 2s., the other all over the rest of the world at Is. 6d.” 


<^Now the action on prices would be certain, though slow and capricious 
daring the peiiod of transition. No European would sell goods to India for the 
same number of rupees calculated at 2s. He would have to bring the rupees to 
Europe at a hea\y loss, for they would count only as Is. 6d. in every English 
market; and he would not be able to get gold except at a premium, whicli 
would be no cure of the evil. Gold would never come out in India in exchange 
for 2s. rupees, or ten of them for a sovereign, when the rupees were worth only 
Is. 6d. every where else.” 

“ I see no remedy but the demonetisation of silv'er, accompanied, to ease the 
transition, by the issue of small convertible notes.’* 

<‘If, indeed, India had no foreign trade, and no permanent debt, but only 
village veiy-day transactions for ready money, then she might endure the evils 
of an ever changing value of her currency with comparative ease and indifference. 
Tlie .'ilt(?rations of the cuiTency’s worth would 1)6 very slow, and the loss would 
bo distributed in small fractions all over the community. But large and abiding 
debts, great freight trade, much credit and the like, would inflict terrible lofines 
and iucouvoniences.” 


2 , In. the above, the difference between my ccrrcspondriit 
and myself is that las remarks apply to the cosmopolitan, and 
mine to the local value of coins : foi- although it is quite true 
th:it when the introduction and witlulrawrl of coins from circu¬ 
lation is absolutely free, Aristotle’s tlefinition of coining applies, 
■nd ihe coins circulate and pass for only their world-wide 
metallic value; so it is equally true that when the supply of the 
coins is strictly limited, they may, if legal tender, have a liigher 
local valno, eilher when, as iu the case of our shillings and half^ 





crowns, their worth is regulated by that of a superior currency ; 
or, as in tho case of inconvertible notes, their value is regulated 
by the proportion of the supply to the demand. My corre¬ 
spondent’s j)ersoual experience in Geneva merely proves this, 
that outside of any country in which a coin might possess a 
local value, it passes only as a piece of metal. 

3. Hence it appears, that the principles which are quite true 
as applied to tho original and primitive establishment of cur¬ 
rent coins, require considerable modification when they arc 
bi’ought to bear upon some of the methods for measuring and 
transferring values subsequently invented, and Avhich liavelong 
received the sanction of successful experience. It will be 
necessary to examine these in detail, in order to understand 
properly the proj)osals under, consideration. 

4‘. And, first of all, it is very necessary to examine closely 
the meaning of tho statement that coins circulate and pass for 
their simple metallic value. What is that metallic value ? 
Is it not the aggregate of all the expenses unavoidabli/ incurred 
in blunging metal to tho market ? It has been W('ll explained 
in regard to metallic gold, that “If the miner fails to obtain 
“ for his gold ore a quantity of goods sufficient to replace what 
“ the mining has cost him, with a reasonable profit for himself, 
“ he gives up the business and abandons the mine.*” The same 
is true also with regard to the coins. They must exchange in 
the market for a sufficiency of goods to replace all the expenses 
unavoidably incurred in bringing them there, or they n ill not 
bo brought. Fewer coins will then be produced, “ tho demand 
for them continues, they rise in value audexchange fora larger 
quantity of other couiraodilies ; that is, the price of evciy thing 
soli! falls,”f till the equilibrium is gained. 

niiri uiiy Pric-:, CuiTency and Banking p. 50. 
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5 . Let us now go a little further, and say that if the metal of 
which the coins are struck should cost the merchant double the 
present expense, the coins {cceteris paribus) would exchange 
for double the number of goods ; and the same would ylso he 
true wliothcr the tax were laid on the metal at the mine’s 
mouth, or upon the coin at the mint’s mouth, so to speak. If 
it were ahsohitehj impossible by any means whatsoever to pro¬ 
cure a sovereign, weighing 123’274 grains of standard gold, 
without surrendering 246'548 grains of the same gold, the 
sovereign so obtained would exchange for double the amount 
of goods now commanded by it. 

0 . It would be no answer to this argument to say that, in the 
cas(! of a seignorage or tax, the coins would not bo worth more, 
because no waste actually occurred, and the number retained 
by the State are put into the market; for it is not the produce 
of the whole bulk of metal delivered to the ]\Iint, but only that 
part of it s produce which the miner receives for his, share which 
inlluences the further supply. 

7. Hence we see that a tax, such as a “ seignorage ” i/it 
he quite ttnavoidable, necessarily adds to the market value of a 
coin ; and that it is possible for a coin, under certain circum- 
fit’iucos, and within the territories to which such circumstances 
j;jij)ly, to command goods in exchange to a greater extent tlian 
tlse u’ero metallic value of iis contents; although it is true that, 
gi-uerally, the principal or standard coins of every country are 
manufactured for the public at a trifling expense, and it is 
( oiiU'Ary to sound p dicy to burthen the chief instruments ot 
exchange v/ith any tax wlmtevcr. 

8 . It is possible, therefore, by seignorage to cause a nie- 
tuHic cLUTAucy to pass in local eschango for goods at a higher 
value than that of its metaliic contents in the metal market. 







Tliere is another case in 'which the same phenomenon may 
occur. 


9. The quantity of current money required by any 
country dejiencls upon the number of its cash transactions, the 
rapidity of circulation, the means of economising cash, and a 
\ ariety of circumstances 'which vary in different countries, and 
and at diflerent times in the same country. TThen the currency 
consists of full weiglit untaxed metallic coins, the quantity of 
currency regulates itself, hy a self-actiug process, through its 
operation on prices. When such coins are in excess, and do 
not exchange for the same value of commodities as they do in 
other countries, they are 'withdrawn and sent abroad; when 
they are deficient, they arc found to exchange for more value 
of commodities than in other countries, and they are conso- 
qnently brought in from abroad, and the equilibrium is restored. 
The variations in the value of the coins, as between any two 
countries, can only proceed as far as the cost of transmitting 
and transferring the coins from the one currency to the other; 
hut 'W'hen they ai’e of full weight, and passing for their metallic 
value, they will never exceed that. 

10. Lot us now^ consider the case of a country in w hicli 
the currency consists of inconvertible notes. It will he at once 
perceived tliat, with them, the self-acting regulating principle 
just mentioned does not exist. It would, no doubt, be possible to 
frame regulations by jvhich the issues and withdrawal of the 
notes should he so regulated that the current value of fhem, 
within the country, should be uniformly kept equal to that of 
frdl weight metallic coins of the same denomination; as was the 

with Bart of England notes for many years after the sits- 
jicufeiou of cash payments; but this duty might ho ucglectcd, 
or for poliiicijl purposes abused, and the consequciico might he 
T.ariation and uricertaiuty in the value of money, and all tlfC 


injustice and evil consequences attending the disturbance of 
contracts.* 


11. Whenever, from the causes just referred to, or any 
others, the limitation and regulation of the quantity of in¬ 
convertible currency have not been attended to, and tlie notes 
have been issued in excess, that is, beyond the requirements of 
the trade of the country, the result is invariably found to be 
that, although they may have the inivilege of legal tender, 
their value in exchange for commodities varies in inverse propor¬ 
tion to the amount of the excessive issues. 


12. The converse of this is also true, that wlien an 
inconvertible note currency has been issued in excess, and has 
partially lost its power in exchange for commodities, the gradual 
Avithdrawal of part of it has the effect of restoring its value, 
until by a due limitation, it may be brought to the full value of 
standard metallic money. In like manner also, if, Avheu all tlie 
other circumstances remaining the same, the requirements of 
trade very largely increase, without a corresponding increase m 
the quantity of the circulating medium, the result is that the 
latter becomes “ appreciated,” and attains a greater power of 
piu’chase in tlie market, in proportion to the greater number of 
cash payments which have become necessary. 


1.3. The instance which was referred to in ray first paper 
(para. 25) of the “appreciation” of the American Greenbacks 
by mere reduction of numbers, is objected to, and statc^d not to 


* The objections nrgecl against a 


inconvertible paper cniTeney pro^teiiy 
apply to an uuregnlate.l one. When sinOi a . un-ency is strictly limited, aurl 
nmiutaiued of the full value of coins, iv ellects an economy to the State ,.mplr.y. 
ing It, foi- it performs the duly of metallic money without the cost of it. Tim 
chief danger of inconvertible notes consists in the risk of over-issue. This 
would be Lm; ossiblc with tho vujjecs when they l)ec.amo tokens, as the coii,;ige of 
rheni beino Db-pi'd, they would ccr.ae to bo supplied, and the self aeling regula- 
li.a, of ilcrmmcncy would be elfected and secured by gold. 
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apply, because “ there were not two prices for the same article. 
The paper dollar had its American value and none other. In 
the India case there are two values of the rupee, one, supposed 
in India at 2s., the other all over the rest of the world at Is. 6d.” 
But upon this I would remark that the instance not only applies, 
but does so “ a fortiori” It was brought forward to show that 
mere reduction of numbers would "appreciate” the instru¬ 
ments of exchange, and the fact mentioned by Mr. Seyd proved 
that mere reduction bad improved the American greenl^acks 77 
per cent. To which might perhaps have been added the case of 
Bank of England notes, previous to the I'csumption of cash pay¬ 
ments. ■ If bits of paper, which arc worth next to nothing, and 
have no definite engagement to pay, can be made more vahiable 
by restriction, surely bits of metal may be so too. It could 
hardly be contended that if the American greenbacks had been 
engraved upon tablets of copper, or aluminium, or stamped upon 
any fibrous material having a decided value in the market, that 
fact would have prevented their appreciation as money. 

Id. There is a third case in which coins may circulate and 
exchange freely for commodities in a greater ratio than that of 
their metallic Avorth ; and that is Avlien they arc subsidiary to 
another superior currency, by which the exports and imports, 
and consequently pi'ices in a country, are regulated; and in 
subordination to which smaller payments are made. Of this 
character is our own silver currency. 


16. It is hardly necessary to explain, that just as an 
inconvertible paper currency, so a metallic token currency 
may circulate in local exchange at a higher value than that of 
its metallic contents; and, in regard to that j^art of its value in 
excess of its market price, it would be seen to Lh the saiiu; in 
princi])le as an incortvcrtible paper cunency, i' tt e latter won' 
supposed to c‘(»»; ist of notes stamped upon ; amo’'Hateinl which 


possessed a sensible value in the market, independently of their 
value as legal tender money. 


16. When, therefore, it is stated that a sale for metallic 
money is an exchange by pure barter of two .commodities of 
equal supposed value, and also that it is impossible by mere 
cessation of coinage to bring a rupee worth Is. Gd. to 2s. as 
coin, an exception must be made in respect of the three cases 
above-mentioned, in which either, firstly, the local value of coins 
has been increased by seignorage, or secondly, a restricted 
currency has by limitation been raised to a higher local pon er 
of exchange than the market worth of the materials corhposing 
it; or thirdly, when it is established in a position of subordina¬ 
tion to a superior currency, by which latter the values of all 
commodities are regulated. 


17. Now' in both these two* latter respects my proposal for 
the restoration of the Indian currency is free from the difficul¬ 
ties which have been supposed to attach to it. First, it is 
proposed to completely restrict the further issues of silver 
coins; and it has been shown that, owing to the improvements 
under our administration, the trade of the empire has increased 
and is increasing with so much rapidity, that the requirements 
for circulating medium would probably ten years hence, be 
double what they are present; so that oven if the rupees were 
now depreciated one half, there would be reason to expect that, 
ill that time, at all events, they w'oukl have resumed theu* 
normal local value; in addition to which the fact is slated that 
up to a Tci'y recent period (March 1&76) it has been ascer¬ 
tained that the rupees iiad not on the((vernffchecome mat(;rially 
depreciated ; so that little or nothing has to be done, except to 

* f rtiiglOi have ; dd " lu ah three mpects,” for Indian rupees ai-o now in 
tin- nain>' po;.ition m tf die/ Imd been (•oin.jd under a of 241 jn r 


correct the inequalities which the disturbance of the exchange 
may have effected. 

18. But upon this head it is objected that we cannot re¬ 
strict the coinage of I’upees for India; that “the coinage in 
“ that case would not cease. Excellent rupees would be inauu- 
“ factured by a new style of forgers—as good as possible, and 
“they would flood every Indian market.” Upon this point it 
may be observed that, although it is true, that a strong 
temptation to forgery would hereafter exist, yet it is also true 
that the temptation and risk would not be greater than they 
arc at the present moment, and have always been in India since 
the year 1835. It is not supposed by any one that the existing 
rupees are now worth more than usual, but, if anything, loss. 
Now, the gain by forgery being the whole value of the rupee, 
minus the expense of the counterfeit, it is clear that this gain 
coidd not be greater than it has always been, if the rupees never 
exceed their former value. But instead of the forgery by 
counterfeit coins, there may be hereafter the new temptation 
more especially referred to by my correspondent, namely, that 
of unlawful coining from true standard silver. This would bo 
a crime of a very different character. .A. Native workman, using 
the more fusible inferior metals, may, without much difficulty, 
produce a tolerably fair imitation of a rupee, capable of being 
not rid of under favourable cu’cumstauces. In that case, 

D 

reckoning, for argument’s sake, the rupee is worth 2s., bis profit 
would be for each counterfeit coin 2s., less the value of his time 

and materials. He could not produce so good an imitation ol 
a rupee with standard silver without much more la hour and 
tbo help of macbinei’y, as it is an exceedingly difficult coie to ^ 
rxece.te in true metal, and bis gross profit in (bis cast', ijistco'i 
oi leing 2a. would be only about 4d. or Gd. Thu i we rorcatxo 
•!ha( ;ho temptation to unlawful coinage of genuitii- .> ip !■« 
eoitid not apply to the solitary forger with his few rode iui- 



pilments; but to be of any benefit, must be undertaken on a 
large scale, and. witb good macbinery. -A.S lias been lemaiked 
in iny first essay, para. 29, this could not occur in India without 
detection, nor could the coins be imported from abroad, subject 
as they would be to discovery and eondscation at the Custom 
Bouse. Nor could any Nath'e State in friendly relations with 
our Government permit or countenance a fraudident imitation 
of our coins in a way that we could not immediately and for 
ever put a stop to. Keraembering the comparative absence of 
the necessary mechanical appliances and skill, it may be safely 
asserted that India would be far safer from fraudulent coinage 
of that kind, than England, Erance, America, and all other 
countries using silver token currency, and which are liable in 
the same way; and that the idea of India being supplied dis¬ 
honestly with any thing approaching to 50, or even 5 millions 
of coins per annum is quite unworthy of consideration. Hence 
I venture to assume that it is quite possible to restrict the coinage 
of rupees in India, and that the necessary consequences of 
restriction ma^y be safely calculated upon. 

],9. Secondly, It having been shown (paras. 12 & 17) that, 
even if the rupees in India were at present materially reduced 
in value, wdiich lately they were not, they would be “ appre¬ 
ciated ” by restriction till they reached their former normal 
powers of local exchange, it has now to be slated that, indepen¬ 
dently of this, if the proposals I have made be carried into effect, 
the rupees would, as a matter of necessity,rc-acquire their normal 
value, as the subordinate tokens of a gold standard currency. 

20. Here I shall be met by the exclamations, 1st, “ How 
can you have a gold standard currency without gold ? 2ndly, 
Wteve is the gold to come from ? 3rdly, Who can fore.see 
the consequences of ‘taking so momentous a step’ as a 
change of standard i’'- India ? 
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21. It will be well to meet all these and other similar 
terrified expostulations hy a few frank statements; and in 
regard to the first, it must he remarked that a gold standard 
monetary system does not, necessarily, imply the general use, 
or indeed, any use at all of a gold currency. The standard of 
a country may he changed from silver to gold, and from gold 
to copper, lead, tin, aluminium, or any other metal, and still the 
actual currency, whether coins or notes, remain the same. The 
standard depends upon, and means, the commodity or article, 
hy the surrender of a certain amount of which the current 
legal tender money is obtainable; and the value of which com¬ 
modity the coin consequently conveys and exchanges for. A 
note which should ho procurable ohIj/ by the surrender of 
123‘274 grains of gold, that is, at the rate of £3.17s. lO-ld. per 
ouitce standard, and redeemable at the same rate, is of the same 
value in exchange as a sovereign, and if the Avhole currency con¬ 
sisted of such notes, they would constitute a gold standard 
currency, without a single gold coin belonging to it. 

22. In Scotland and Ireland this is, in a rough way, ap¬ 
proximately the case, as the people thei’e genci’ally prefer the 
use of notes to coins. It is true they are not inconvertible, and 
it might be denied that they would circulate if they Avere ; but 
Avhile I would remark, in passing, that if they were properly 
restricted in number they Avould do so, just as the Bank of \ 
England notes did, I must add that the objection would be 
quite irrelevant, as the only object of mentioning them here is 

to show that a gold standard currency (not a standard gold 
currency) may exist without the indispensable use of gold c(*ias. 

23. It is possible that, in any coiuitry, a gold siand; rd cur¬ 
rency might be established Avithout the aid of a single gold puA-o 
in circulation. If £1 legal tender notes were delivered on thb 
deposit of standard goldhullion at the rate of 123-274 g)-nins for 
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each note, and if they could not possiblyhe procui*ed in any other 
way, they would command in the market the same purchasing 
power as our present sovereigns; and they would do this even 
•without being payable on demand, provided that, after the 
currency had been stocked wdth them, the demands of the 
country for circulating medium never diminished, ho'R’^ever 
sli"htlv ; for the moment that the notes began to be produced 
in excess, so as to be slightly impaired in value, it w'ould lie a 
loss to any one to give gold bullion in exchange for them, and 
they would cease to be produced. Hence, although in a country 
like England, where, owdng to innumerable circumstances, the 
demand for cash may be very variable, and the regulating 


check of payment of notes on demand is highly necessary, 
on the other hand, in a country like India, where the commerce 
is advancing with rapid strides, and the demand for circulating 
medium is constantly increasing, the want Of such a check is 
not so important, and its temporary suspension of no conse¬ 
quence at all. The greatest airparent evil of an inconvertible 
currency is when there is a want of bullion for export; and as 
a self-acting means of securing the unalterable sufficiency of 
tlic note, it would be better, in any permanent arrangement, to 
make it by law convertible into bullion. At the same time, it 
must be observed that, upon the hypothesis that the notes arc 
kept fully up to tlic value of gold coins, there would be no loss 
in purchasing bullion, for export, in the market. 


21. Just as the business of a rapidly prospering country 
could be transacted by means of paper tokens, as above, so could 
it also be managed by means of metallic tokens; and all the 
more «'orlain<y if the metallic tokens were already in the hands 
of the people', and were readily accepted hy them in exchange 
for tlie full value they originally cost, and at which only they 
could ho increased in number, as the daily enlarging requirements 
of commerce called for them. 




25. Sueb. is tbe position of India at tbis moment. Its in¬ 
habitants are in possession of a currency, which, up to a recent 
date, was still circulating and received at the value of its origi¬ 
nal cost; and if the necessary change bo not postponed too 
long, hut measures be promptly taken to secure that the cost of 
procuring rupees hereafter shall be not less than what it formerly 
was, before the decline in the value of silver, there would be no 
difliculty in maintaining their original value, and causing them 
to take their place as subordinate parts of a superior currency, 
to be afterwards gradually supplied, and founded upon a gold 
standard. 


26. By the measures proposed, the Government would 
not be called upon to provide any portion of the 
metal required; and hence the first question to Avhich 
I have referred in paragraph 20 meets with an ansAver, 
which shows that the standard of value of a country 
may be changed without the acquisition by the Govern¬ 
ment of the neAV metal constituting it. The second question 
also is answered by the above remarks. The jDarlies who 
propose it are evidently ignorant of the fact that the Govern¬ 
ment of India, as a rule, have nothing Avhatever to do with (he 
provision of the precious metals to bo coined, any more tl,au 
of the letters carried by the Postal Department. Parlies 
engaged in commerce, chiefly, and all the public enjoy tlie \ 
in'ivilege of having the precious metals coined, and it is there¬ 
fore from the public that the metal would be obtained for any 
coins required by them. 

27. It may be as well now to draw attention to the fiet 
that the standard of A^alue is a measure of he labour and ex¬ 
pense, that is, “capital” expended in producing ardeles in a 
market for sale; and that theBoyal metals have licon uscil f.ir (ho 
purpose of this measure because, togotbor rvitb otl cr qualities, 
they have been for lengthened periods nearly uniform in 
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I’clatioQ in this respect to one anotlier and all other 
commodities ; but wc may add that any other substance equally 
convenient would have answered the purpose. Supposing, for 
instance. Platinum had a perfectly steady, and uniform, and 
readily saleable value of 30s. per ounce, and it were thought 
desirable, besides the English gold standard, to establish also 
that of Platinum. Apart from legal objections, which might 
be innumerable, there would be no difficulty in declaring by 
statute that coins might be minted without charge, containing 
as many grains of platinum as would be ‘preoisehj equal in value 
to the 123-274 grains of standard gold contained in a sovereign, 
and should be admitted into circulation, having the same legal 
tender as our sovereigns. When the public had become fami¬ 
liarised with the use of them, they would pass current freely, 
and no injury would be done; for it is assumed that they would 
cost precisely as much as sovereigns, and be readily saleable for 
as much. But this would be a double standard. If, after a 
time, when the platinum coins were fully established, the re¬ 
ception of gold by the mint were stopped ; that would constitute 
a change of standard. Admitting all the particulars of the 
hy})othesis, it is conceivable that the change might be effected 
williout disturbance or injury to any one. 

28. As an illustration of the propriety of the proposed inter- 
ferc'uee on the part of the Government, let us suppose that, owing 
to some unforeseen convulsion of nature, it were discovered tlvat 
the leuglhofthe pendulum vibratiixg seconds, onwhichoui stand¬ 
ard yard measure is founded, had gradually declir.ed, from 39J 
inches to 27 inches, and it w^erc well known that innumerable 
contracts founded upon the legal standard had been vitiated 
bv the change, which was still going on, to the cnonnous loss 
and distj'(^ss of the commercial w'orld. Can we conceive it 
that the Government would hesitate to take immediate 
measures foi- substituting in lieu of the defaulting standard, 
Ihc e([ni\ alcut measure of some other more reliable one, such as 
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the corresponding portion of the earth’s axis, or the Irench 
metre ? They wonlcl be satisfied that in faithfully re-establishing 
a measure of correct di mensions, they were not only not incurring 


a “ momentous ” responsibility and creating a “ revolutionary ” 


chan£?e, but that they were simply doing their duty by arresting 
the mischief and restoring order. 


29. Admitting, then, that it is the duty of the Indian Govern¬ 
ment to guard the standard measure of value, and prevent its 
alteration; that is to say, in other words, to keep the labour and 
expense, or the cost, of procuring rupees as much as possible 
constant and invariable, it is obvious that when the cost of 
procuring the rupee has become less, it is indispensable to its 
truth and accuracy as a measure of value that it should be 
restored to what it was, and uniformly kept so, as long as it is 
retained as a measure. Ton years ago the cost of procuring, that 
is the value of 10 rupees, was steadily the same as that of half a 
quarter of wheat w orth 40s. per quarter. Since that time the cost 
of the rupees has fallen 23 per cent., and it would appear to be 
clearly the duty of the Government to see that they arc restored 
to their former cost and value in India, so as to command the 
same half-quarter of wheat and other commoflitics as befoie ; 
just as much as it would be their duty to restore tin' truth 
of any other standard measure. This duty viight bo fulfilh'd 
without changing the standard, by increasing the ohargt* 
for coining silver, more, and more, as the latter became 
of less and less value in the market; or by an import duty on 
silver bullion and uncurrent coins; hut as these might gi\ e rise 
to opposition, it is satisfactory to know that they arc not nee •«- 
sarv, and that the required improvement can surely be brought 
about by the “ appreciation” of the rupee and the gradual lise 

of the exchanges. 

SO. We must remember that the rate of exchange with 
India depends upon, and in fact is, the price at which cum?nt 
rupees can be procured. W'hen they can only be had, as pro- 
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by delivering an ounce of standard gold, worth 933d., for 
38 Rs. 14afi., every ruj)eo costs and becomes in currency worth 
2M., and will for ever continue worth that, unless admission 
into the currency should at any time be made cheaper. The 
rupees cannot possibly leave the currency, as they would be 
comparatively worthless outside of it; but they will purchase, 
at the same rate wliich was given for them, viz., 38 Rs. Idas, 
per ounce, gold which may be required for barter or export, till 
there is a plentiful diffusion of gold coins available for the pur¬ 
pose. 

31. Another objection pointed out by my friendly critic 
lias no doubt proved an obstacle in many minds, and it is ex¬ 
pressed in the following sentences :—“ Gold would never como 
out to India in exchange for 2/- rupees, or ten of tliem for a 
sovereign, wlien the rupees were worth only 1/0 everywhere 
else.” “Theholders of gold would hold it tight, except upon 
a premium, which would pi-actically make the rupee worth 1/0 
only.” Now% in answer to this seemingly formidable objection, it 
i.s only necessary to draw attention to tlic fact that the commerce 
of India, has for the last eight years required returns in silver 
and ]tills at the rate, on average, of 17* millions of pounds 
sterling per annum. That is the amount which it has been 
absolutely necessary should be obtained directly in metallic 
currency, after the exhaustion of all means of making returns 
Ity goods. Such buing the case, when 17 millions of pounds 
sterling must be bad in rupees, and can only be obtained by 
Couneil bids or gold, it is obvious that the rate of the Council 
bills must rise to that of gold, or 2s. per rupee. IV'hen that rate 
Inis bcr ji arrived at the price of gold in India neoessarili/ falls 
to 3S 11s. 14 as.t; and the rupee is worth 2s. in gold and 
('ve r thing 'Isn. So far from a premium or “bntta” on gold 
iiitetering with my proposed plan; it is contemplated and in- 

i Vi'lr Uoport of C'oniinittoe on the Deprociation of Silver, pp. ^3, 83. 
f Vide Appendix, para. 18. 
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tended to be rather an assistance to it.* If it should be high 
at first it would facilitate the introduction of the gold; and as 
the rupee became ai^preciated ” and established at its true 
former value, and the supply of gold coins more plentiful, it 
would gradually fall till it disappeared entirely ; after which 
the gold coins would in duo course be made demandabie, and 
the payments in silver more or less restricted.f 

32. The remark is made that there is no remedy but de¬ 
monetisation, to which it may be replied that my proposals do in 
fact amount to nothing less than demonetisation; but it is demo¬ 
netisation altogether free from the very serious difficulties which 
have accompanied it on some occasions. When it is resolved 
by a state possessing a full-weight silver currency to change 
the standard to gold, and reduce the silver coins to a subsidiai'y 
condition, it is necessary to call in and recoin the latter, in order 
to make them of less value than their denomination outside 
the currency, and so prevent all the evils of a double standard. 

But in the case of India at the present moment, this, for¬ 
tunately, is quite unnecessary; because hitherto, although our 
rupees have retained the high value they formerly jiosscssed, 
and which rvould be embodied in the future gold coins, they are 
already of about 23 per cent, less value outside the currency than 

* Yide 1st Essay, paragrai>h 44. 2ndly. 

1 lu India gold coin would be hailed ^vith gh-dness by the pooide, but ihey ' 
would at first be used chiefly for hoarding and Iransivctions with forcigir trudwH. 

For yeai-s to come, the vast bulk of the internal transactions of India will Lo 
carried on by silver, the circumstances of the country being veiy dilferr'i't iVom 
those of European nations. As long a.s the supply of the silver cmrenoy i.s ui 
tilt. Iiands of the Goveniment, the use of gold coins will be capable of bciiJn 
so’vie nieasure, regulated. If the supply of silver currency bo overdone, the geld 
■>, ill b ■ .0 the countiy ; if it bo kept short, moK; gob’ will be brcoglit in rgaiii. 

T.'.is .vould only kdro place slowly, end by tho nction cm })rii'os; and tlie .^enre'lljj- 
‘;r ,iiula.ico oi ebe c.upply of gold to meet the'. anl ■> of the people v.cmui bo 
Imb.-.t-d jy its eoinin.'iuding tui agio. But it must bo r inemlxrod thai., mdo* 
pi Kie.nily of roktue cables, a preiiiiiim upon now coins is unavoidable, at firot, 
f '. ii ettln.' reasonable ].rof.t of the money-changer. 
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new denomination, as part of a gold standard currency, 
would give them, and they would remain immovably fixed in 
the currency as long as they lasted. If, indeed, my proposal in¬ 
volved the necessity of recoining the w'hole 1,500 millions of 
rupee pieces now in India, in addition to the fresh supplies of 
silver brought in by commerce, it would be a formidable under¬ 
taking ; and it would be a very expensive process also, as there 
would be no room for any profit. But happily, as just ex¬ 
plained, no such recoinage would be necessary; the existing 
rupee currency would go on fulfilling its functions without 
any change, except a very gradual appreciation, or increasQ of 
exchangeable value; so gradual indeed that the vast bulk of 
those habitually using the coins would be utterly uiiconsciousof it. 


33. Although not referred to by my able correspondent, i 
think it may be of some use if I here notice the proposal made 
by M. Cernusclii for the establishment of w^hat he lias termed 
bi-metallic money. 

34. This project appears to be, that an agreement should 
be entered into by all the principal nations of the w'orld to 
establish double standard currencies, on the basis of the free 
coinage of gold and silver, in the unalterable relation of 15^- 
by weight of the latter, for one of the former ; and the main 
argument in support of the scheme is that, if it be carried out, 
the demand for silver would be so much increased, and that for 
gold so much diminished, that they would gradually approxi¬ 
mate to one another in value, owing to increase and diminu¬ 
tion of srrpply, and in the end would settle down in the 
ratio fixed by the law of all countries. 


35. This proposal may perhaps be very tempting toBrance 
and Germany, at the present moment, as they possess large 
masses of silver currency they at? >h to dispose of; for it would 
give the silver a status aud value it is not likely to attain in any 
oilier way, and save tliem from very heavy losses. It might 
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also 1)0 tempting to India, if it were necessary to get rid of her 
silver cnrrency to establish gold, which fortunately it is not. 
But let us look at the suggestion in a practical light, and judge 
by the consequences necessaidly involved in it, whether there is 
any probability of its early successful accomplishment. 

36. Even if wc were to admit that, sujoposing the measure 
carried out to its full extent, it would he attended with all the 
advantages claimed for it by its authoi*, yet it would he enough to 
say that as it essentially requires the consent of so many of the 
nations of the woi’ld, the time unavoidably spent in negotiations 
before the result could be accomplished would forbid the idea 
of resorting to it as a remedy for the present Indian difBculty, 
which urgently demands immediate action. Let ns assume, 
however, that this difficulty does not exist, that universal con¬ 
sent has been obtained, and laAvs universally established upon 
the basis required ; and even, moreover, let us for argument’s 
sake, grant that the results contemplated have taken place, and 
that the two metals have become finally settled in their relations 
to one another, namely, in the ratio of ISJ- to 1. 


37. Let us further, too, for argument’s sake, allow that the 
two metals in approximating to one another, yield equally ; that 
gold, from the diminution of demand, falls in value as much as 
silver by the increase of its demand is appreciated ; and also that 
they start from the present position of things; in other words 
that before the new system and laws come into operation, 
there is no further loss'of the value of silver, wliicli will therefore 
be ivckoncd at 48d. perstandai'd ounce; and, conMidcring that 
neiilicr the Prench francs nor the German thalers have been 
yet sent (o market, this is making avf'ry large couccision; tuw 
result to Great Britain would be as follows : — 

38. If the price of standard silver bo 4 8d. per ounce of-li-jj 

4 
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grains, that of the ounce of pure silver containing 480 grains is 
61-8919d., and if the price of standard gold containing 440 grains 
be 933d., the corresponding price for the ounce of pure 
metal is 10l7’818d. Hence the price of 15i ounces of pure silver 
is 804‘324d. and the difference between that and the ounce of 
pure gold is 213’494d. If we suppose the silver to rise, and the 
gold to fall equally, so as to meet half-way between their present 
positions, the result would he a declension in the present value 
of gold of 106'747d. out of 1017‘818, or 10-487 per cent., in 
which ratio the pound sterling and every other value connected 
Avith it would be impoverished. 

39. It is true that such a change might be effected, and 
thattablesof compensation might be prepared for the adjustment 
of every value and of all contracts in the kingdom; but going 
back to the position in which we Averc just now placed, before the 
enactment of any law upon the subject, it will be eA-ident that 
if the rectification of the Indian exchanges be made dependent 
upon the agreement of the British public to so large and com¬ 
plicated a measure as would be involved in the adoption of the 
bi-metaUie system, it would be tantamount to the postpone¬ 
ment for years of a remedy urgently required within a fcAV 
weeks; and that even if it were sure that the bi-metallic 
system would be eventually adopted by the whole world, it 
would be absolutely necessary to legislate in the mcanAvhilc 
to remove the present immediate and urgent disti’css in 
India, 

40. If 1 might without impropriety venture to express 
!in opinion, as to the course to he adopted hy the advocates 
of the bi-m.4allic system, I would very respectfully observe 
lliat if, instead of pur-suing an attractive theory, they wouM 
adopt the arrangement proposed for India, namely, allow things 
to remaiii iw they are, contiuuuig the legal tender of both 
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ai(;tals, but prohibiting’ the future coinage of silver except 
upon the vote of the representatives of tlie nation, they wouhl 
do all that is practicable towards lessening the evils of the 
sudden change in value of the precious metals, and provide 
fidly for the wants of commerce by an arrangement diftcring 
almost imperceptibly from the existing system.* 


41. ]3efore concluding, I think it may be very desii’able that 
1 should succinctly state some of the objects Avhich it is necessary 
to aim at in arranging a plan for the restoration of the Indian cixr- 
rency, the difficulties connected with a change, and the dangers 
to bo guarded against in carrying it out: and at the same time 
explain how these have been foreseen and provided for by the 
measures I have endeavoured to advocate. The projDosal being 
to establish a full weight metallie gold eurreney at the head 


* It has been explained in Essay No. 2, paras. 21 to 24, tliat it would ho 
possible to have in any country a goJd standard cuiTeiicy without gold coins, and 
this was illusti*ated by the fact that both in Scotland and Ireland, wliere gold i.s 
iho standard of value, veiy few gold coins are in circulation. As a corolhuy to 
this, it follows tliat if all the chief European nations were to adopt a gold 
standard of valuation, it would not necessar’dij happen that the relations of valuo 
between gold and silver should be thereby prejudiced; on tlie contrarv, Ibry ^ 

migdit possibly be improved thereby. If, for instance, all tho nations used no ^ 

gold for their internal cii’cidation, but only silver or notes, or both, stridly regu¬ 
lated by gold—using the latter in the form of bullion exolu.sively for the exp-nts 
and imports, and thereby the regulation of their internal currency and prices- it 
will be evident that there woidd be a much smaller use of gold, and a larger 
use of silver; and, as silver would hold in all these countries a subordinate 
position, comuien*e could in no direction whatever be prejudiced by any lluctua- 
tlou In tho relative values of the two precious iiietald. If instead disj>fusiiig 
altogether with use of gold for internal circulation, means wrro adopted, by 
agreonieiit of nil eoimtrios, for its use to a limited extent, the i ^ l.itivo domaiid 
for tlio t\v<j metals might be, in a gi-eat measure, controlled, ami variations in 
their relati^'e values checked and moderated. 
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of the present silver one, the following are the chief objects and 
supposed difi&culties :— 

1st. Supposed dijSiciilty. — To provide a stock of gold. 

2nd. Do.—To provide a currency for use, when the 
j)reseut rupees are demonetised. 


3rd. Object.—To avoid the difficulties inseparable from 
a double standard, which has been j)roposed by almost 
all writers upon the subject. 

■ 4th. Do.—To establish the new currency in easy and simple 
relations with that of Great Britain. 


5tli. Do.—To avoid any loss in the value of the Indian 
revenue. 


6th. Do.—To avoid any material alteration of present 
prices and contracts. 


42. All these objects arc believed to be realised by a 
combination of the measures proposed, which embody the 
following principles.— 

1st. The practical exclusion of silver from the mints in 
favour of gold. 

2nd. The consequent spontaneous admission of gold into 
the currency, by the mere balance of trade onl^'. 

3rd. The establishment of the present rupee currency at 
the value it has formerly held, and still holds, in rela¬ 
tion to commodities in India, by stopping further 
silver coinage, and making the exchange at 2s. per 
rupee, the limit for the admission of gold. 
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4th. By utilisiiig the present silver currency at its full 
local value for all payments till they can he made by 
gold. 


6th. By the gradual legalisation of gold without, at any 
time, permitting a double standard. 


6th. By the final settlement of the silver rupees as purely 
auxiliary tokens when the gold coins are sufficiently 
abundant for all payments, and can be made legally 
demandable. 


43. Returning now to the supj)osed difficulties to be over¬ 
come and objects to be attained stated in para. 41. It may now 
be explained that the^rsif named difficulties of the want of gold 
to form a gold currency, and of a stock of gold coins to enable 
the Government to declare them legal tender; and to make gold 
the standard of value; are met and overcome by the facts, 1st, that 
a gold standard may exist with any kind of currency, provided 
the latter can only be obtained by tlie delivery of gold; and 
2adly, that gold coins may be introduced as legal tender, and 
enter the currency by degrees, provided that they be not made 
demandable without duo notice, and then only in such propor¬ 
tions, and at such times as the stock of coins in the country 
admit of it. 

44. Secondly. —^Thc supposed difficulty—that of providing a 
currency for use when tlte present rupees are demonetised, is dis¬ 
posed of by the fact that although silver is demonetised, the coins 
re tain their present full local value, and are as useful for all 
future time within the country as they have ever been. As, in 
fact, it is not proposed to demonetise the rupees, this supposed 
diQiculty has no existence. 

45. TJiirdly.— Tlxc difficulties supposed to arise from the 


temporary existence of a double standard, evidently do not exist, 
according to my proposal; because, from tbe moment tbe recep¬ 
tion of silver by the mints is stopped, and tbe currency is made 
procurable only by tbe delivery of gold, tbe standard would be 
changed to gold, and tbe silver coins become subsidiary. They 
would retain tbeir former value, but it would be local only. The 
gold, circulating at its world-wide value, would effect the self¬ 
acting regulation of tbe currency. 


46. Fourthly .—The object of establishing the new currency 
in an easy and simple relation with that of Great Britain is effected 
by fixing the exchanges at 2s. per rupee, which is proved by the 
elaborate analysis and investigation laid before the Society of 
Arts in 1870, to have been as nearly as possible the true average 
of its value for the 16 years previous to that time. 


47. Fifthly .—The object here indicated is also gained by the 
ari’angcmcnt just mentioned, as it would fix the exchanges for 
all future time within the smallest trifle of 2s. per rupee, and 
the present value of the Indian revenues at 50 millions sterling 
per annum. 


43. Sixthly .—The avoidance of any material alteration of 
prese nt prices and contracts will evidently be secured by con- 
1 inning to use the present currency as it stands, provided the 
mea-surcs proposed be not delayed too long, and the vioh-nt 
strain which is now brought upon commerce by the derange¬ 
ment of the exchanges allowed to disorganise existing prices. 


49. The foUoAving is the probable course of events if the 
proposed measures he adopted. Tlie Government would, with 
or witiiout successive steps, practically close the Mints to 
silver. The exchanges would then rise, till they readied 2s. 


per rupcej the price of gold bullion falling “ pari passu” to less 
than 16 rupees per tola ptu’e, after which it would be brought 
to the Mint for coinage. 

50. The existing rupees would continue to occupy the 
place they have always held in the currency; and prices, if 
and so far as at present deranged, would insensibly resume and 
for ever retain their former scale. The price of gold being 
reduced to the normal rate of 38E.S. 14as. per standard ounce, 
or 15E/ s. 14as. per tola pure,* will be j)rocurable in exchange 
for rupees without loss, when required for foreign barter oi* 
export, ponding the time when an abundant sujiply of gold 
coins shall have been dilfused throughout the coxintry. When, 
also, a stock of gold has been accumulated as cover to the issue 
of currency notes, a large fund will be readily available for th(! 
same purposes. The way to the prompt restoration of the 
exchange and currency is to be found in the absolute control 
giiined by the Secretary of State the moment that the ruining 
competition of cheap silver is got rid of. 

51. Finally.—I am anxious to refer to a remark which is 
sometimes made applicable to my proposals, namely, that the 
rupees would have a “forced” currency, and an “artificial” 
value. Such an epithet is rarely applied to our shillings and 
half-crowns, which circulate very readily without forcing; and 
in regard to artificial value, this expression is never used as to 
the price of highly-taxed commodities, such as ardent spirits. 
And in this particifiar case it is in one sense hardly correct; for 
what an article actually costs to bring it to market is a real value 
when there, although it may be cheaper elsewhere. I would also 
notice an expi’ession used by more than one rcspectahlo wiitor, 

* Gold could 1)6 delivered nniob clieaper. and lius bem sold oven as lou- ai 
14Es. 8as. S.J I'ios per iobi. Vide wy “Kemarka upon n go! I -mrenev for 
India/* noto to p. ‘28. 


SsSS^eferred to in para. 20, speaking of the “ momentous step” 
of changing the standard. If the remarks upon this subject 
which, have been already made have afforded the expla¬ 
nation intended, it will be understood that the momentous 
thing is, not the rectification of the standard, but the vast 
mischief that has been caused by its having got out of 
order; in other words, that it wou.ld ho as appropriate to 
speak of the momentous step taken by a man who had fallen 
into a ditch scrambling out of it, as to apply that term to the 
necessary rectification of the measure of value in India. It 
will also be apparent, from what has gone before, that no 
diflieulty, and not the slightest expense, would attend the 
measure, on the contrary, if we take into consideration the 
heavy losses prevented by the change, a very large profit to the 
Government would be realised. 


LoxnoN, 

Xst August, 1876‘ 


J. T. SMITH. 



ESSAY No. 3. 


Containing Answers to some eurtiieb Objections. 


1. The proposal of the Bengal Chamber of Commerce to 
stop the coinage of rupees, has been objected to on the ground 
that its effect would be to hold out the greatest stimulus to 
private coinage Avhich has ever been given in the world. That 
the Americans uill not lose the Indian markets if they can 
help it, and if the Government udll not coin these rupees, they 
will do it for themselves, that no law will be able to keep what 
they coin out of India. 

2. This objection has been remarked upon in my Essay No. 
1, paras. 28 & 29, and in No. 2, paragraph 18; and I have there 
stated that the “stimulus “ to forgeiy in India is not greater 
than it has always been since 1835, and is at present; nor 
as to unlawful coinage sensibly greater in India than 
it is in Eianoe or England ; and that it is not within the 
bounds of reasonable probability that fifty millions, or even 
five millions of rupees per annum should be smuggled 
into the country. The coiners must indeed be much more 
successful than is at all likely, if they should succeed in 
smuggling one million, or even half a million of coins annually 
into India; and the utmost amount of mischief they could 
do, if they succeeded in smuggling in fifty millions annually, 
would be to delay the “appreciation of the currency.” 

3. A great deal has been written also respecting the evils 
of an “ appreciation ” of the currency, »vhich have been statc<l 
to be an “ obstacle to commerce.” But according to the plan 
I propose, just the opposite is the case. It is the fact that (he 
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currency is at present “ appreciated,” in the sense of being 
worth more in exchange for commodities than its metallic \alue; 
and the effect of the proposal of the Calcutta Chamber of 
Commerce would be to prevent its cZ<?preciation, and to keep it, 
for the moment, in the same position as tlie 5-franc pieces in 
Prance. But, as regards the obstacle to commerce, the proposal 
of the Bengal Chamber of Commerce is only so far defective, 
that it docs not go far enough. It is only a half measure. If, 
in addition to closing the mints for silver, they had proposed to 
open them for gold, at a certain limit, that would have estab¬ 
lished the specie point,” the want of which is referred to as 
being so mischievous. 

4. Again, as to the obstacle to commerce, it would seem 
to be implied that an obstacle would be created which does 
not exist at present. Is this true ? On the contrary, is it not 
the case that there is an obstacle to commerce now ? By way 
of determining whether there would be any fresh obstacle, lot 
us consider what would be the effect of stopping the coinago 
of silver, the mints being open to receive gold. If the coinage 
of rupees were stopped to-day, and the Secretary of State were 
to issue bills at a minimum rate of 2s. per rupee, the mints 
being open for gold, as proposed by me, the rate of exchange 
must inevitably rise to 2s., and would remain so for all future 
time, as long as that state of things existed, and with barely 
the slightest fluctuation. Wovdd that ho an obstacle to com¬ 
merce ? Woxild it not, on the contrary, be a vast improvcmoit 
on the present state of tilings ? 

5. It is not recommended that the Secretary of State shoula 
thu- arbitrarily raise his demand, and that suddenly; but he 
only left it to competition, the alternative being gold at the 
vutc of 88 Bs. 14 as. jiev oz., it would most certainly rise of 
itself; and then all further trouble and all further loss would 
he at an eml. 
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6. Wha.t is the “ true remedy” which has been recom¬ 
mended ? It is as follows :—“ not to impede silver going to 
“ India, but to permit the laws of trade to diffuse silver through 
“ India and through the world.” This might be all very well if 
India had no connection with England, no fixed silver revenues, 
and no gold liabilities; but having that intimate relation with 
her, it is but common prudence to consider what may be the 
consequences of leaving matters alone. 

7. It has been said that in some mines silver can bo 
produced at as low a rate as Is. Gd. per ounce. If by any 
possibility that should be the future permanent price of silver, 
in gold, what would be the effect on the Indian revenues ? 

8. This result, if it were within the range of even remote 
probability, ought, at the least, to be considered. What is it ? 
It would isidicate a reduction in value of the Indian revenue.s 
by nearly three-fourths of their whole amount! As it may, 
however, be considered an extravagant supposition, let us sup¬ 
pose the permanent future value of silvei’, staled in gold, is is. 
per ounce. How would that affect tlie Indian revenues ? 


9. It would inflict a permanent loss in the European value 
of our revenues of eleven and a half millions sterling per 
annum; and admitting that, in time, much of this might be 
recovered, it is certain that two-fifths of it would be wholly 
beyond early redemption. 

10. Wliat is the alternative proposed by me ? It is, tlui! 
the nipees being already “ appreciated,” should not be al1i)n ed 

-■ fal! , that the further wants of the country slioidd ht; pro*- 
vided for by adiultting gold, which Avould take the lead in tin* 
currency, and for over put an end to variations in the rate of 
exchange. 
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11. It lias been stated that my argument in favour of the 
suggestion, that a Gold Standard might be adopted in India 
without billing the gold, is based upon a supposed balance of 
trade of India, as follows:— 


According to the last return there was a balance of trade during the last 
eight yeai's of 17 millions sterling in favour of India. By adopting a gold 
standard they would make their balance payable, not as it was now, in silver> 
but in gold, and in this way they would obtain the necessary gold. If there 
w as a balance of 17 millions sterling in favour of India, in the first place, the 
balance was in rupees converted, at 2s. the rupee, into gold. In the second 
place, against the balance of trade they had the India Office draughts upon 
India, amounting to 15 millions sterling in gold, to which must be added all 
private remittances from India, amounting to several millions. There are, 
tbereforo, grave doubts as to the large reputed balance in favour of India, 
after taking into account all these transactions. But if there were a balance 
of trade in favour of India, it wais duo to the expansion of her export trade, 
and the rise of prices in India had not corresponded to the fall of silver in 
Loudon and els(iwhere, the export trade wtus now gi’eatly stimulated. The sole 
objocL in adopting a gold standard iu India was to I'uise tlie value of the rupee 
ouhsido India, and the effeot of thus suddenly raising the value of I he j-uj>ee 
would be at once to check and curtail the export trade. But the scheme beiug 
I entirely upon the excess of exj^orts over imports, the fii-st result of its 
ad^pciou would bo to check natural causes now operating in our fa'^^our, and so 
di.the foundation on which it rested.” 

12. Tlie above does not at all represent my views; my argu¬ 
ment that a gold standard miglit be ostablisbod without buying 
the gold, bad in reality nothing to do with tlicb.alance of trade. 
It was founded upon the fact that a gold standard and a gold 
eioTcacy arc not necessarily connected, and that a currency 
ina<lo of ])apcv or of rupees might be Ijascd upon gold—tliat i?, 
iip-.n a gold standard—without having a single gold coin in 
cii’c did ion. 

1‘5, The fact, taken from the. report of the Committee, of the 
actual reuiittanccs to Indiri ni the rate of seventeen millions 
yiov ; loiuin in specie and hills, was used in support of a very 
diii’erent argiunciit, in whiel; it wa ’ quite immaterial whotlvor 
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the figures represented pounds sterling or the calcnlated value 
of rupees at 2s. per rupee. The argument, whicli will he found 
in Essay No. 2, para. 31, merely requires tlie admission of the 
fact that there is a very large balance remitted to India in 
specie and bills. 

14. Eet me repeat, that a gold standard and a gold currency 
are totally different things. If the Secretary of State for 
India were to forbid the future coinage of silver for individuals, 
and at the same time declare that for ever hereafter ho would 
issue bills on the Indian Treasury to all applicants at 2s. per 
rupee, he would virtually have changed the standard by that 
single act, and tlio ruj)ee currency Avould from that date be 
based upon gold.* If this statement be fully considered, it 
will be seen clearly, that the change of standard is not so 
very formidable aji undertaking as has been supposed. 

15. In regard to gold currency> that certainly does require 
the use of gold, and I have stated my belief that it ^roidd be 
gradually brought into India and accumulate thei’e, altliough 
I adniitted that it would always be the first to leave the country. 
But this belief was not founded upon balances of trade pro¬ 
duced by the stimulus referred to ; it Avas based U})on the 
expectation that the increase of the commerce of India would 
require an increase of her circulating medium, at least as 
large as that which it has been proved to have required in 
past years ; and no one who considers the probable, indeed 
certain effect of the vast efforts made by the Government of 
late years in opening the means of communication, and allord- 
ing facilities for trade, can doubt that it will be even much 
greater. If it be so, if in the course of the next 30 years only 
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as munli l)c added to tlie currency in gold as Colonel Hydo 
states Avas added to it in silver during the period from 1835-6 
to 1871-5, namely, 167 millions sterling, my expectations aa^lH 
be fully realised; and moro than sufficient gold coins for the 
use of the public will have been established in circulation. 


16. But it may be said that no additions can be made to the 
circulation except by means of the coinage of precious metal 
brought in by the balance of trade; and, consequently that a 
scheme which is based entirely upon the excess of exports over 
imports, and Avhich checks the causes now operating in its 
favour, stimulating the export, and discouraging the import 
trade, must, as a result, destroy the foundation upon which it 
rests. 


17. This argument, which appears to be only reasonable and 
conclusive, is nevertheless in reality fallacious and inapplicable 
to the real circumstances of the case. In order to examine it 
thoroughly it is necessary to separate the extraordinary and 
abnormal stimulus now given to the export trade of India, occa¬ 
sioned by the fall of silver, from the natural and healtliy stimulus 
necessarily occasioned by the increase of commerce. It is 
enough to say regarding these, that the former, which is tem¬ 
porary and accidental, Avill, if not stopped, work its oavu com¬ 
paratively speedy cure, by causing importations of silver bullion. 
Hooding the currency, and raising all prices till the present 
“ appreciation” or difference in the value of the rupees in and 
out of India ceases to exist; and it is this wliich it ib desirable 
to prevent, because it would carry witli it a heavy loss of the 
iiulinii revenues. The latter is the natural and self-a<‘ting 
corrective of the insuffieicufy of the circulating medium, arising 
I’roin the expansion of coimnerce, and which,acting slowly by f he 
iuscnsihle “appreciation.” of the insunicicut currency, draws to 
Itself the verp.ilsit • suitplcmcntal coinage, througli the agency of 
the i'avorablo buiances of trado, which it ■rdeadily and persistently 
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creates; in the same manner as the accidental “ appreciation ” 
is now working the same result. 


18. The same “appreciation” of the currency, and balances of 
trade will continue and occur, when the expansion of coinnrcrco 
requires it, whether the rupee he now fixed at 2s. by selling it 
for gold only, or bo allowed to sink to Is. 6d. by a comparatively 
sudden influx of silver. And it is not correct to say tliat the 
measure which would stop the influx, and fix the rupee at 2s., 
would prevent the future balances of trade, which would bo 
caused from time to time as the currency became too small for 
the work it had to do ; or that it would destroy the foundation 
on which it rests. Tliat foundation is the future increase of the 
currency; and if it can be affirmed with any show of reason or 
probability that 20 years hence the currency of India will be of 
no greater value than it is at present, then it must be adinitled 
that there will bo notliiug to represent the value of gold coins 
to bo introduced during the interval, except that of the silver 
coins destroyed or lost out of ch’culation. 

19. Another argument brought against my proposals is the 
difficulty of procuring the gold, in consequence of Hie largo 
amount of that metal as "well as silver used for the mauul'actnrc 
of ornaments,or hoarded; hut this objection is, I trust, suffici¬ 
ently met by the fact that I have only reckoned upon the same 
additions being made to the currency in future, as it ha.s been 
proved have been made in past years, in spite of the lioaiding 
and ornaments ; and also that, as the standard can be changed 
without the possession of a single ounce of gold, there is not 
the least difficulty to ho apprebendod in doing so at once, 
thereby for ever putting an end to all but trifling fluctuations 
of tVic exchange, aud awaiting the gradual establishment of (lie 
gold currency, as the expansion of commerce shall call for and 
introduce ii;, 

20. The following objections have hc' u nrg< d against the 
exjdanations givi'n in my second essay. 
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In regard to para. 6 it is said— 



“The ‘ ca3tcris paribus ’ spoils the argiunent. The-coins -will exchange for 
Uouble only if they do not encounter the metal cheaper in bullion, consequently 
the 'if it be qiiite unavoidable’ (in para. 7) must be proved, and it is not 
unavoidable if cheap bullion competes. A small seignorage is sustainable 
because the stamping and coining are processes worth something .above bullion.” 


21. ILis objection is, perbaps, due to my omission to explain 
the nature of the “ legal tender ” and its effect in the market. 
Havinglegal tender, hits of paper, containing no deanito promj^so 
to pa}'-, nevertiieless exchange for value, and sometimes equal to 
full weight coins; and bits of metal when stamped and of legal 
tender do the same. There is absolutely no competition between 
coins which have legal tender and bullion which has not. The 
latter not being available for the legal discharge of debts, or 
for the payment of any tax or impost, naturally commands only 
an inferior place in the market, the difference representing the 
“ a 2 )prociation ” of the coins, whether by seignorage or any 
other cause. The effect of seignorage or other “ appreciation ” 
is to raise the local value of coins above that of bullion. 


22. It is unnecessary to prove that which is matter of 
hypothesis, namely, that the seignorage payable to procure 
coins is quite unavoidable ; because when a seignorage is estab- 
lisl icd by law, it is impossible io obtain new coins -without jiayiug 
it. Eits of bullion are not coins, and are useless for very many 
purjjoscs for which coins must be had, at any price. 

23. In ]>ai'a. 16 my statement as to the three exceptions to 
be m tde is admitted with the following limitations :— 

‘•'A, for p trifling sniguovvige. B, if restricted ;iiid hiiviiig no cooti.clicoi* 
fit !i chi i|.ov 0, if the subsidiary or token cuit* iicy of metal has no great 

divergeucp of tr ’a* nietallio value." 

“ Kil\or is tciidt-r hero oiily up to 40a. .Below that niti nietuliic 

vK.uu is u rir eno.i^h^ hist if ti»o ^;i; ver do[3reciiitiou abides, sbiJHngs will bn coined 
l.y ferg^r.i 1 uim oei.^auied, and they will ]iu\o lo bo increased in weight." 
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24. The remark tinder B is also applied to para. 17, hitt 
the answers already given tvill he sufficient. It must he allowed 
that when the divergence of metallic value is very great, the 
temptation to unlawful coinage is much increased; but as I have 
explained in No. 2, jiara. 18, the danger is far less in India 
than in European countries. 

25. In regard to this same para. 18, my correspondent 
writes :— 

“Tliere is something in this reasoning. To forgo genuine silver rupees 
may bo very difficult for India. I do not at all tliiuk that, the great ditleieuco 
of value abiding, it would be impossible, but it is hero sliown to bo hard. Still 
I would back the forger as likely to win in the long run. Tho temptntiou would 
be BO enormous, and the gain so largo. And do not forget that coin i.s easily 
smuggled, it lies in small compass, and would come in in driblets. Jmlia has 
many pores through which a little coined metal might penetrate.” 

20. On this objection it does not appear to ho necessary 
to make any further remark than (referring to Es.sny 2, para. 
18), to draw attention to the facts that tho gain by coinage of 
genuine rupees, with all the expenses of dishonest di.strihutioii, 
would not probably be “ enormous;” and that even if a .small 
iiuraher Iverc successfully smuggled into the country, they 
wuuld form but an iii.significant propoition of tho 40 or 50 
millions of rupees annually required. 

27. Of cour.se the importation of foreign made coins mu.st 
he prohibited, and they must be rendered liable to confiscation ; 
the necessity for guarding against smuggling being an incon¬ 
venience which must be tolerated by India, as well as 
ether countries, if wo ai*e to prcAont rupees from sinking 
in value together with silver. But the temptation to unlaw¬ 
ful coinage might he gradually reduced and exlinguish >cl 
ii', after Hie price of silver was settled and become sit'ady, 
the (Jo^ (M nmeut were from time to time to replenish the 
currency with heavier new token <oins at 10 pcj' cent, 
s.igiiorage; making u.,c of the profits thus obtained to call in 
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and re-coin a corresponding number of the old pieces, giving 
tbein the same deficiency of value. 


28. It may perhaps be objected that these new pieces would 
1)0 bought up for hoarding, or for the melting-pot or exportation; 
but they would not be liable to this common disadvantage 
because, as regards boarding, they would be preserved by the 
miich greater suitableness of gold for that purpose; and, with 
regard to melting and exportation, they would be superseded 
almost entirely by the superior cheapness of silver bullion. 

29. Those who share my belief as to the future rapid 
development of our Indian commerce, and the very large demand 
sure to be made in the course of years for additional currency, 
will agree that I am within the mark when I reckon that five or 
six millions sterling will be required annually, of which throe 
millions, supplied by the Government, might be of silver, and two 
to three millitnis by the public, of gold. If wo assume, byway 
of argument, that the future normal price of silver will bo 48d. 
per ounce, the cost of the rupee on the present systeiu being 
Is. G^., or, say, a reduction of 23 per cent., there would bo a 
giuu of 9^ per cent, on all the new rupees added to the 
(uirroncy, if 10 per cent, seignorage be taken, and ■} per cent, 
be allowed for the expense of coinage, and there would bo a 
loss of 15 per cent, upon all old coins called in and re-coined, 
'riiis would allow nearly 19 millions of the old coins to be 
1 ou'wed 'vitbout loss to the Oovommentj besides the 30 
loillions of new coins added to the crnTrency; birtevon tlien the 
pi’Occ.'O would h(.a tedious oue; .and to do more would involve a 
sacrilieo. If a iv illlon sterling per annum, were devoted to tin's 
ol)joet. ii would tuhe probably 12 to 14 years i o .accomplisli il. 

30. 'I lie renewal might be also greatly accolcratod, if some 

mta-surc could be devised whereby the loss in the 
ti"iiiS!U’lioti eould be slowly and e<jiia])Iy disfributed ovcj.‘ tho 
wiioLo ].(.pnhitioji, diuing a iengtlrcned pci-iod. Pov iustanee, 
if at the tneo the new and licavicr coin? were introduct?d^ it 
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were enacted that at the end of every successive year, for 15 
years, the old ruiDce and half rupee pieces woidd he reduced in 
value as legal tender, and in all payments made by tl\e 
Government, and all receipts of revenue and taxes,“ by a 
cumulative discount of 1 j)er cent, per annum, or, })referably, 
of two and one pies respectively, up to, and not exceeding 
30 and 16 pies, of which 192 make tlio rupee; the effect rvould 
bo that in each succeeding year an increasing number of the 
old pieces could be called in and re-issued of the heavier 
weight without any loss. If the increasing reduction of 1 i^er 
cent., or two pies in the rupee, were made annually, it would 
follow that at the end of the sixth year it would ho possible to 
call in and renew nearly 31 millions of old coins, besides the 30 
millions of new coins; and at tlic end of 11 or 15 years to 
work up all the remaining old e.urroncy -vrithout any loss what¬ 
ever. By tluit time, supposing the Indian Mints capable of 
easily executing 100 millions of pieces per annum, two-thmls 
of the work would have been accomplished. 

31. The argument of Para. 19 is denied, it is said to lx;— 

Not shoM ii as to reacliiiig ‘ formor iiortnul powt vs of local ex>’liaago 
Mio uigiiiueiit, jf goo<l, would ]>laee a power in tiu* Indi.-iu (MAorniiieiit of 
«.leL-vCL*ing oneriijice equal to one sovereign : and tlint tLi.s would woi*k. ‘l^Yn’Uu r 
power ' is a mei * phrase ; directly the metallic value exhibits a wide iliscivp:iiir.\, 
2o. is not more likely than 20s. ; but, of course, 2s. is all you want/’ 

32. This is an important objection, and one worthy of careful 
discussion, the more so as the remarks which have been made 
upon the subject of legal tender may appear to give sii])port to 
it. It is very ne(!essary, therefore, to explain that, when I say 
that the rupees if restricted Avould become appreciated till th<?y 
reached their former “powers of local oxchaage,” I did ndt 
refer to any power or authorii v of the Govcrmiu'nt, not even 
to the “Icgfd tendt'v” they possess, ho.t merely to ilu' hict that 
if they Averf' restricted they Avould hecoaic gradr illy j .*ducO(l in 
numbns compared with the irnnsnctions to be stdtlc'I tmd the 
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modities to be transferred by them; and would then be 
“ ni)preciated ” up to their former value, because their number 
would be absolutely limited, and the demands of trade rapidly 
increasing. No authority or act of the Government, not even 
of the legal tender, gives any ahsoliite value to a piece of 
money. It only defines what a coin, such as a rupee, is, and 
how it is to be obtained; which conditions being complied with, 
the coin is a legal tender in discharge of contracts expressed 
in rupees .~ but the quantity and value of commodities given in 
exchange for the coin, depends upon the comparative sacrifice 
of capital required to procure one and the other; that is the 
cost of procuring I’upees and other articles. 


33. A few years ago the cost of procuring a rupee was 
equal to that of procuring 12-J- grains of standard gold, and prices 
tliroughout the length and breadth of India then, and a short 
time ago, remained adjusted to that ratio. Now, they may be 
liud for little more than the cost of 9^ grains of gold, hut in 
the interior of India they would be considered of equal value 
with the older rupees; and, but for the exchange with Europe, 
would continue to do so till the gradual flooding of the Indian 
currency raised all prices, and reduced the value of every rupee 
in the empire to its mere metallic worth. If the Indian 
Government were to close the mints to silver, without pro¬ 
viding any other means of obtaining the currency, they might 
rise ill value, putting aside the administrative difiSculties con¬ 
nected with smuggling and forgery, to almost any degree. 

3-i.. In regard to para. 21, it is observed that— 

“ A viuU ilitierence w uimoticod between paper iuid motallio tokoiis. 
'riiCEo l.i-f imvi! iu)fcliiiig blit tbeii- metal to Htanil upon. The paper token pro- 
IVmu! to give a dollar. That ia, bo many grains of gold. Of course if tlio metal 
pledged i.iiik.s in value, the paper token follows.” 

My argument is, that if inconvertible paper tokens may 
1),V restriction bo kept of the value of full weight gold coins, it 
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folloAvs that metallic tokens can he so too. It woi’ld certaiuly 
he hotter that the Government of India should he prepai’ed, 
and should advertise its readiness at all times to exchange gold 
for their token cuiTcncy, under certain conditioias, and it will he 
proper that this should ho done hereafter. This step Avould 
meet the ohjections as to “divergence of metallic value,” hut 
I have not proposed it at present, because it would he a serious 
difficulty for the Government at first to provide the means 
of exchange in all parts of the empire, and most prohahly he 
attended with heavy losses ; while, on the other hand, it is not 
really necessary, for as soon as the exchanges have been restored 
to the normal rate of 2s. per rupee, gold will be procurable at 
par; and in the'eourse of time gold coins will he ahundantly 
dispersed, and it will then he easy to establish the privilege. 

35. Much objection has been raised to paragraph 25 as 
follows:— 

“Tlie cardinal lias to be proved. No proof yet given. Tliat mtII ))o 
given for what may be had for Is. Gd.'^ This assumes that, by Cbjvernmonl 
deciiiion and action, a seller of goods who cun get more silver fiuin a bu vt'r at 
Is. 6cL will be content to give the same goods for less silver at 2». A dilliciilt job 
to prove.” 

What is here referred to is a niatter of fact, which is 
well known and established hy abundant testimony, namely: 
that up to a recent date, prices throughout the length and 
breadth of the interior of India were not as yet matcidally 
increased hy the faU in the value of silver. If nxpecs passed 
current only as so many hits of metal, it might liavt: been 
different, hut at present they pass only as rupees; and the 
natives know hut little what they cost, or are wortli, except in 
the prices of the accustomed taiilfs. 

30. the chief .Indian ports, the ahuormnl state of the 
exchange lends powerfully to affect the prices f>t‘ botli exports 
and iu’port.s, a id ihereby to iiiduoi', large sbipmenls of silver 
tu 1'■ ;•<)) I veiled into r\n)e(’.s, which would in time raise all 









to the level required by ls.6d. per rupee, or the true price 
of silver. My correspondent continues— 


37. The action on prices must be considered now. It must be remembered 
that much silver in India is taken for hoarding, ornaments, etc., <fcc., &c., and was 
bought at 2s. It can be had now at Is. Gd. as bullion, and the same goods, the 
same sacrifice of the buyer, will fetch more silver. That will be seen so; and, if 
])y no tiling else, there would be two prices in every shop. So many rupees at 
Is. 6d. in bidlion, so many loss if they have a mark upon them. Do you think 
that possible for long ? That the whole country wfll not be in conspmicy against 
it. Contracts for payments will stipulato the particular form of the metal to be 
paid. The 2.s. rupee will be hemmed in and pushed out.” 

The writer here is evidently not aware what a patient and 
submissive race we have to deal with in the generality of our 
Indian subjects; even if it were a case of hardship, instead of 
inconvenience, it would take a vast deal more to awaken them 
to any demonstration. But the truth is that the matter is 
settled in a much more simple and effectual manner, as ox- 
plained in my answer to the objections against para. 5, namely 
tbat the effect of seignorage or appreciation is to raise tlio local 
v.alue of the coins above that of bullion; the consccpicnci?, 
therefore, is tbat the value of bullion stated in rupees would 
ni^pear to fall in all parts of the country. 

38. In regard to the 29th paragraph, my eorrespondent 
asks— 

13ut ciin any Government permanently do, or for any appreciable time’, 
tliis in dispensable thing 

This I am obliged to answer in the negative, for human 
ri!soarch has not yet 8uecced('.d in finding any article or com¬ 
modity which can w'itli certainty, and for a permanouco, be 
xvfforred to as a precise standai'd or measure of value; nevor- 
tbeh tl)o statement may be justified as true in theory 
altliougli in practice it can only bo carried out ^vith a certain 
aruonnt of iijaperfcction. 

o9. It is here asked— 

‘*lf ihe rate of tho Council bills xiiust rise to tluit of gold at 2s.. wh^^ «lreB 

h no- .)<. I o nttw r 
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The ansTvei’ to this question seems to bo so very obvious 
that the euquii’y cau only be accounted for by the fact that the 
subject has not been properly explained by me. The reason 
why the Council bills cannot now rise to 2s. is because the rupees 
which they transfer can be had in unlimited abundance at a 
much cheaper rate by the transmission of silver bullion. When 
this can ho had at 48d. per ounce, rupees can bo had tor 
about Is. 6|d., and it is not to be expected when that is the 
case, that merchants would givc'tis. for them. However great 
may be the demand and competition tor rupees by bills, the 
competition is obviously limited by the price at w'hich they 
can certainly be obtained, in indefinite quantities, otherwise. 
When they are obtainable freely by silver, the price given for 
them in bills is limited by the price of silver; but when, as in 
the case referred to by me in the paragraph objected to, they 
would he only procurable by gold at a certain rate, the price 
given for them in bills will be limited by that rate, viz., 2s. 
per rupee; and if the supply of bills is short and the competition 
active, they would very nearly, if not quite, fully reahso it. 

40. A fui’ther remark is made upon this paragraph to iho 
effect that— 

Tlier0 would be no true 'former value ’ 

of the rupees. This is perhaps l)est answered by rolcrriug 
to the 46th paragraph of the second Essay, and the elaborate 
analysis printed in the appendix. 

41. On the 43eJ paragraph it is observed— 

“Tf gold is not demaudablo till after due notice, the become 

ii’convertible notes, oTid what oesis have they for (Vi!/ value? Ihe hlu-pbi j i ■ 
ill An erica urill alter their prices to the value of the day.” 

Ciiins which are legal tender must be taken in paymr'n.t, 
and they exchange for commodities in exact proportion to 
what it co.sts to procm’C them, as has been already explained in 
para. M:*. if//.,-A is the basis of their value. If they be us 
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[Slimed, properly restricted, gold bullion will sell 
markets at par; and the raliie of the silver coins once 
fixed in regard to gold, will not vaiy as the American green¬ 
backs did, when they were issued or withdrawn at the option 
of the Government. It would he iinreasonahle to make gold 
coins, which will he only an authentic and convenient form of 
gold hiillion, legally demaudahle, when there are no coins; and 
the arrangement proposed, hy which they would he gradually 
admitted into and take the lead in the currency, is thought 
to lie convenient and free from any real ohjcction. 


42. The conclusion at which my friend arrives after all 
his objections, is as follows :— 

“ Bat practically we agree. I would coin no more rupees, and us soon as 
)K)Ssil»Ie adctpt a gold standard. Only, till silver steadies itself, you cannot say 
liow many rupees shoidd go to the pound.” 

Gratifying as it is to find that my correspondent^ personally 
a stranger to myself, is, on the whole, prepared to support my 
views, I am reluctantly compelled to take an exception to his 
last sentence. It appears to me that as the measure of value 
has been seriously disturbed, we are bound to restore it to what 
it was before the disturbance began; and this not only in justice 
to the parties to all contracts entered into before and 
AV'hile tlio measure u'as impaired; but also in justice to the 
Ijtdian taxpayer, to keep up the value of his payments in 
tlie markets of the world. 


43. If the standard bo changed it will bo a final settle¬ 
ment ; but in establishing a new one it would bo as unjust to 
allow debtors to gain an advantage from the fact of the former 
standard lia\ ing failed, as to allow creditors to ho mulcted in 
lieavv sums, because the rectification was not sooner made, or 
mii.icipated and rendered unnecessary. 

41.. The following objections have been kindly sent to me 
by aiudJier corresponds ni, an Indian Banker, personally a 
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stranger to myself, said to be long familiar with, the practical 
consideration of these questions. 

‘‘ He (Col. Smith) supposes that from the absorption of silver, the currency 
would become scarce, and that therefore the rupee would rise in value, and 
circulate at the level, as compared with gold, tlius artificially fixed for 2 t/' 

Tlie immediate eftect produced by the closing of the Mint against silver 
would be a heavy fall in the price of that metal; and it seems inadmissible that 
any scarcity of mpees in India could ever raise the value of the rupee, intrinsi¬ 
cally worth, say one shilling, to command two shillings.^^ 

45. The argument respecting the fall in the price in silver 
is answered in Essay No. 1, paras. -40 and 41, to which may he 
added, that if India should hereafter take tAvo or three millions 
sterling per annum of silver bullion out of the market, she could 
not be blamed for any further decline in its future price. In 
regard to the inadmissibility that any scarcity of rupees could 
raise their local value, I must refer my critic to paras. 19 to 27 
of my first, and 9 to 13 of my second essay, and my ansAvers 
to the remarks of my first correspondent who takes up the 
same argument with himself at pages 31 and 32. 

46. My proposition is that with a UmUed ourre.'cy, the so- 

called intrinsic value has little or nothing to do with the matter. 
In all markets commodities are offered for sale at such i^riccs 
as the vendors can afford; and in the Indian market the rupees 
have held the place which the cost of procuring them iudicated 
in reference to all commodities ; and they hold that place, preti y 
much, still. Suddenly, the cost of procuring rupees has greatly 
fallen, and if admission to the currency remains free, they will 
in time be superseded and reduced to the value of the cheaper 
rupees. But if the currency be closed, as to the present method 
of proeurijig rupees, and they should in future be only had b^ a 
mode as expensive as the former one, then my ai'gumentis tlial 
tl;''y AviU Ih.dr value; that is, they will contii’.ue h» ex- 

cl'tscgc for whr they really cost. 
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47 . The cause which is assumed by me to briug about the 
scarcity of rui)ees, is the increased demand for ciuTency sure to 
he occasioned by the expansion of the internal trade of the 
Empix'e, which in the last 39 years required additions to the 
yalue of 1G7 millions of pounds sterling. If it can he affirmed 
tliat there never will he any further demand for currency, then 
the “ appreciation ” would he confined to the contraction caused 
by the annual loss or destruction of coins, which has been esti¬ 
mated at three millions sterling per annum; hut if, as I believe to 
he certain, there wdll he a future demand for additional currency, 
much exceeding that of past years, it will he not um’easonahle 
to calculate a requhrement of five or six millions of £ sterling 
per annum; and when this has continued for a few years a 
scarcity must ensue. In ten years the deficiency would he no 
Jess than from 600 to 600 millions of rupees. 


48. “The TC 17 causes vrhich are assumed to he the means of bringing about 
the scarcity of rupees wuuld coaso to exist. Rupees would no longer be hoarded ; 
biih, on the contrary, would at once pressed forward for conversion into 
exchange at two shillings, and Vould sink to then* real value.*^ 


This argument has been already answered in paras. 16 and 
19, pages 61 and 63, where it is shown that the demand for 
additional currency has existed, besides the absorption of silver 
and gold (of which latter 86 millions sterling have been absorbed 
in 20 years*) and during all which time hoarding has been going 
oil, as it alwwys has done, and always will do, while tlic natioii. 
is prospering. 

49. As for the rupees “ being brought forward ” for conver¬ 
sion into exchange at 2s. per rupee, and sinking to thch real 
value, it scorns i o he forgotten that when the exchange really ie 
2s. per rupee, there is no more object in exchanging rupees for 
Jinglish moncT, than when it is at a lower figme. Ko profit 
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can bo made by buying English money at 2s. and then ic pur 
chasing rupees at 2s., but only a loss, by brokerage and 
mission. If it be meant that the rupee should be sent out o 
India to be exehanged for gold at 2s. per rupee, then it must be 
pointed out that gold can only be brought into India m paA - 
ment of a balance of trade, and that the rupees themselves can¬ 
not bo used as exports to bring returns of gold, as their value 
is strictly local. 

60. ITence the rupees will be worth 2s. as expressive of the 
value of goods, either locally or for export, and the rupees them¬ 
selves will be worth 2s. in exchange for commodities, as indeed 
they now are, but only in India. They cannot sink in the value 
given to goods so long as the exchange continues at 2s., and 
that w ill be almost immovably so, when it is fixed, as jiroposed 
by me, in gold. 



61. “ Proliibition of silver coinage would introduce gold, no doubt, but would 
not in any way alter the relative values of the two coinages, as tho ]aw> of supidy 
and demand would come into play, and foi’ce all commorcml transactions to bi. 
finally adjusted witli reference to English exchange. 


The laws of supply and demand are precisely those whn h 
will elfcet the ohjects proposed by me, and they tvill establish 
the relative values of the two coinages, those values being equal. 
Y7bat is understood hy the law of supply and demand is, that 
if there be an effective and unlimited demand for any article in. 
the market, it will command in that market at least as much 
as its cost price. • 


52. If the present rupees have formerly cost ns much as onc- 
tcvitb of a sovereign each—arc at present exchanging with • ^ 

modities for about that value-and in future cannot be 
for less than that value, the inference is allowable 
those circumstances, the relative values of die two curuuc ct. 

will 1)0 equal. 


AndAvliat will be ilie Englisli excliange? If 17 to 20 
millioas sterling in value of Indian rupee currency must 
be procured within the course of cveiw year, and there is 
no other possible means of procuring them (imports into India 
of commodities having been exhausted) except by gold at 2s. 
per rupee, and Council bills at the same rate, it appears to be 
pretty certain that it would be 2s. per rupee. 

53. “ The imporfcer of gold, wlio has bought that metal at its true value Avith 
reference to silver, would never consent to hand his gold over to the Mint at 
Pcs. 38,14as. per ounce (equal to Ps. 10 per sovereign). If he should require 
to have his gold coined for convenience sake, he certainly woidd only then part 
with it at its natural and real premium. Under no circumstances would gold 
coinage accumulate in the hands of the Government; and it seems a fallacy to 
imagine that by any arbitrary act could even a Government succeed in putting 
such pressure upon private individuals as would force them to part with tlu.'ir 
gold at a price far below its real value. 

Wlien the rate of exchange is 2s. per rupee, it will be 
found by merchants and bankers on many occasions easy to 
deliver gold at less than 38.14!as. per ounce,* and they will 
gladly do so without any pressure. When it is said that “ under 
no circumstances ” would gold coinage accumulate in the 
bauds of the Government, my meaning as stated in Essay 
No. 1, para. 11 and para. 15 of this Essay, page 62, seems to 
be misunderstood ; for it is not declared that gold would 
accumulate in the Government treasuries, but in the country, 
and in circulatioji; and it can hardly he denied that the Govern¬ 
ment would have as much power and opportunity of acquiring, 
and if they wislicdit, of hoarding gold as private individirals, 
Mithout using force or oppression. 

54. “ Colonel Suiitli udinits that gold coins would for o time coinmand a pre - 
-Ilium, but liiat tliis would disappear os tliey beeaiuo abundant and silver coiu.-j 
beea lue scarce, Jiut the rarity of die silvi-r rupee would in no way enhance its 
vidui!, ca eii if the silver coin did become scarce,” 

*■ Vicio uoti; U) paragi'upli 50 of Essay No. 2. 
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I think this obiection is answered iiiEssayNo.l, paras. 21 
to 26, Essay No. 2, paras. 12 and 15, and in this Essay, paras. 
21 and 32. It arises from the difficulty felt by many minds in 
understanding that legal tender currency, whether made of paper 
or metal, circulates with authority, and exchanges for as much 
“ capital ” or “ value ” as it takes to bring it into the market. 

55. But ^v’llat is to bring about the scarcity of nipees ? They can never bo 
exported. They are hoarded to an enormous extent. And the moment it is 
found that ten rupees could puroliase a gold coin equal to a sovereign, the 
hoardings of years would be produced, and the law that an inferior coinage 
always drives out one superior to it, would liave another illustration. 


It is true that the rupees cannot ho exported, and it is 
probable that they are to some extent hoarded, hut not to an 
enormous extent, because it is known that gold has been hoarded 
to a very large amount; and, whenever possible, it is likely 
gold has been substituted for silver for that purpose. There is, 
therefore, not much to fear on the score of this objection, 
though hoarding may tend somewhat to delay the early dilTusion 
of gold coins. As for the inferior currency always driving ouL 
one superior to it, that only happens when the inferior, or, 
rather, clieaper currency can be freely obtained by the public ; 
and the reason is obvious; hut the law does not apply hrn the 
cheaper currency is not procurable freely, as we see exemplified 
for years past in England, and now in Erancc. 


50. The Indian by no means prefers the bulky rupee to the more convenient 
sovereign, as a coin for hoarding. On the contrary. And it is to bo feared th;it 
uny attempt to carry oiijt this plan would only cause great distui-banec, and v/oul<l 
entirely fail in bringing about the objects souglit.'^ 


The first of these statements is, probably, quite correct; 
and il affords a reason for my belief that, although tliere is a 
very large amount of precious metal hoarded, it is principaH v 
gold and fine silver hai'.s, and not very much of coined silver 
TiiC‘ second does not reqiiiro any special y nsv. er. 


57. “ Much might also he said of the impassibility of preventing illicit coinage 
of nipees wlicn a gain so enormous would be the temptation. 

This objeotion has been answered in No. 1, paras. 28 to 30, 
No. 2, para. 18, and No. 3, para. 26. 


58. The foregoing objections contained in tlie three Essaj's 
are the most important that have been received up to the 
present time; and it is hoped that they will afford a sufficient 
illustration of the principles upon which the proposals for the 
restoration of the Indian cuiTency and the introduction of 
gold are founded, and of the chief ai’guments by which they 
may be attached and defended. 

69. The most interesting point for enquiry and decision 
is, whether the Indian Legislature, by suspending the coinage 
of silver, and publicly undertaking to transfer Indian rupee 
currency to all applicants, in London or elsewhere, at a fixed 
rate in pounds sterling, would not thereby change the Indian 
standard of value to gold, without the slightest disturbance or 
even knowledge of the native community; and be enabled to 
put an end to all material variations of the cuirency, and 
future depreciation of the Indian revenues. 

J. T. SMITH. 

London, 

\8t Sept., 1876. 
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ESSAY No. 4. 

REMATIKS UPON THE RESOLUTION OF THE GOVERNMENT OP 

INDIA, AND THE COMMENTS THEREON BY TUB “TIMES.”— 

ON THE DIFFICULTY CAUSED BY UNLAWFUL COINAGE. 

OTHER OBJECTIONS.—AND ON THE AVERAGE VALUE OF THE 

RDPBE. 

1. The following remarks are intended to show that the pro¬ 
posals I have ventured to make in my former Essays meet all 
the ohjections offered by the Government of India to the 
suggestions of the Calcutta Chamber of Commerce. 

2. The first objection is referred to in paragraph 8 of the 
resolution, and states that Government are invited to take a » 
measure calculated to enhance indefinitely the "v aluc of the 
rupee, and which must cA’^cntually lead to a fall in prices. 
This is true, and the defect of the proposal is implied in the 
remark made in the 16th paragraph, that, had it been asked 
that simultaneously with the closing of the Mints to silver, 
they should be opened to receive gold, the recommendation 
would not have been open to the objections that appear to the 
Govemor-General fatal “in limine” to that actually made. 

3. My proposal is precisely that which is approved by the 
Government of India, as it will bo found by referring to Essay 
No. 1, paragraph 13. It may be added that, although it is 
proposed to raise the Pate of exchange by degrees, yet tho 
effect of the whole measure upon the prices of commodities m, 
India will be “ nil,” except in so far as they may have been 
altered by the depreciation, in which case only, and to that 






and no more, they will he restored to their true quota- 
tions, estimating the rupees at their average value during the 
last 20 to 80 years. 

4i. It appears, further, from a perusal of the 17th and 27th 
paragraphs oftbo Govcrnor-Gencrars minute, that while deeply 
sympathising with the losses of individuals, and the disturh- 


ance of trade caused hy the fall in the exchange value of the 
Indian currency, he is of opinion that there is nothing as yet 
in the nature of existing circumstances, notwithstanding the 
inconveniences and anxieties whicli they undoubtedly involve, 
demanding recourse to a measure so “ costly,” and of which all 


the requisite conditions are at present so uncertain as that 
above referred to, namely, the closing the Mints to silver, and 
opening them to receive gold. 

5. If reference be made to my Essay 2, paragraph 60, Essay 
3, paragraphs 51 and 62, and also paragraph 8 and the latter 
> pai t of paragraph 42 of the present Essay, it will be set n that 
there is really not the slightest uncertainty as to the results of 
the measures I propose. It is possible there maybe some depres¬ 
sion in the value of silver, after the exchanges have been restored 
to 39 . per rupee, and gold is freely brought in for coinage; but 
when it has ceased to affect the currency, any further loss of 


price of silver will ho an unmixod benefit to the natives, and 
lead to its increased absorption for manufacture and orniimcuts. 

0. In i'cgard to the costliness of the measure, it is most 
probable that this o])inioa was founded upon the boliot that a 
»?old ciuToncy would bo an indispensable and immediate accion- 
paniment of a gold standard; but although it is true that it 
mi'd-vt b(‘ a convenience, yet it will bo evident by a perusal I'f 
t) e remarks made in Essay 2, paragraph 43, and Es-say 3, 
paragraphs 14 and 16, that it is by no means a necessity, ^,*,1 
that not a slngl- farthing need be expended upon it. 

7 31'* S"lo ib)"onvcnience of the artificial value given to Ihe 
I'M pres would be felt io small trausactiomi with foreign traders, 


ould be taken only at tne pnue ui 


the metal contained in them. It wonld not he felt in any 
other transaction; and this difficulty, which would be gradually 
removed as gold coins became plentiful in circulation, would 
be no worse than it is now, and irremediably so, for rupees are 
now only receivable in such transactions at their bullion value; 
while, if my proposals be carried out, it would be capable of easy 
remedy by the purchase and employment of gold bars, which, 
after the exchange with London has been raised to 23. per 
rupee, will be procurable by the token rupees without sensible 
loss, first in Calcutta and Bombay, and afterwards in all principal 
cities, because the mere fact of a demand bill on London being 
worth 23 . per rupee makes the value of gold, which is the same 


as that of a demand bill, 38*14 as per standard ounce (that is at 


2s. per rupee) at which price, or a trifle more, it is more profit¬ 
able to bring it from Australia into India, than to take it to tho 
Bank of England in London. 

8. As this point is of some consequence, it may bo useful 
to add the following:—When a telegraphic transfer of English 
money can be prooui’ed in Calcutta or Bombay, on payment oj. 
one rupee for 2s. sterling, it is more profitable to take gold 
thither from Australia for sale at as per standard ounce, 

for the parehase of such transfer, than to carry it forward foi* 
sale to tho Bank of England for £3. 178. 9d.; because by tho 
Fonnor plan the same amount in sterling will he roaliy.ed in 
London inore than a fortnight earlier; and hence the price of 
gold cannot exceed the 38 rupees 14 annas, when the exchange 
by transfer is at 2s., as that is a more favourable-disposal oi it 
than tho price, to realize which, the great hulk of the produce of; 
the Australian, mines is sent to Europe. Ilcnce it ajipears tli^t 
Gold b.ars will be at all times procurable in India at “ par ” when' 
tlr. I a’liangos have been fully restored; and {here i.Sjtherctore.nn 
necessity, on. account of the small trade carried nilh on (.side 
ilcaUn’8, for the forced .r doptio . of a goil currency, nhk ii avUJ 
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^lish itself liy degrees -without any expense whatever. And 
with regard to the “costliness” of my proposals in other 
respects, it is unnecessary to repeat the statements made in 
paragraphs 26, (Stilly) and 35 of this Essay, to draw attention to 
the very large pecuniary advantages which are inseparably 
connected with them. 


9. It is only necessary to notice one more remark of the 
resolution of the Government of India, namely, that con¬ 
tained in the 11th paragraph, to the effect that it is essential 
to a sound system of currency that it should be automatic. 
This truth has not been overlooked in the proposals 1 have 
made, as will be evident from the fact that, at the very moment 
that silver is excluded from the Mints, they are opened to gold ; 
and the increase and diminution of the currency might bo from 
that date regulated by the import and export of gold, and the 
self-acting operation of prices on the balances of trade. 

10. It is true that, instead of the immediate restoration of 
the rupee in exchange to its full value, and the consequent 
simultaneous equivalence of gold at the rate specified, I liavc 
suggested for consideration the propriety of effecting the change 
by comparatively slow steps, in order to avoid the great distress 
and inconvenience to commerce that a sudden return to the 
true position of the currency would occasion; but this docs not 
in any way interfere with the principles of the measures advo¬ 
cated, but only moderates the effect of the change, in consider¬ 
ation of the necessity of guarding the many and important in¬ 
terests at stake, from th(j consequences of suddcai action. The 
Secretary of State might in an instant put an end to the heavy 
losses now incurred, owing to the abnormal depreciaiiou of the 
Indian currein-y ; and if that he not done, it will he only hecauso, 
in considerate regard for other iniercsts, he may refrain from 
taking advantage of the power ■whicl) circumstances would un- 
dnuhtedly gi a him,of cxeh:n,‘ging the currency for nearly its full 
value; and corsont fur a time fo continue to suffer loss, till hy 
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gradual process lie may bring about the desired change, with 
the most ample notice to all parties who may be interested in it. 


COMMENTS IN THE '^TIMES’’ OF THE 25Tn OCTOEER, 1876. 

11. In a leading article of the Times,” under date the 
26th of October, 1876, the misconception of the Government of 
India, leading them to suppose that the substitution of a gold 
for a silver standard would be costly,” is pointed out, but 
it is added that— 

If it was announced that after a certain day the coinage of silver would 
be suspended, and that gold would ho coined instead, for whoever might 
“ bring it, in coins that would ho exchangeable for rupees at a fixed rate, there 
would be introduced into India the bimetallic system actually prevailing in 
France and a change in the currency w^ould he gradually inti’oduced. At 
** first no gold would bo brought to bo coined, but as the suspension of tho 
** coinage of silver operated to raise tho value of the rupees to the value defined 
by the fixed rate of exchange of rupees and gold, gold would bo moro and 
more brought to tho Mint and find its way into circulation. 

All this is quite correct if it be explained that tho bi¬ 
metallic system referred to is not tlie double standard formerly 
prevailing in Prance, and advocated by Mr. Cernuschi, but a 
single standard of gold with token silver coins, of which the 
6 franc pieces are legal tender to any amount. 

12. The article goes on— 

The process would be automatic and not costly, but it would bo extremely 
slow; and there is evory reason to believe tliat its practical effecis would bo a 
< ‘ gi^eat disappointment to those who now recommend it. Silver bullion, depnvod 
id its last great open market, would faU fur bolow' anytliing we bavo nliondy 
experienced, uidoss the owners of the Novecla mines obtained a ro-cstabli-jh- 
** iiioiit of a Hilvor ciuToncy in America. Atiho same tinie,tho priiuaij ciToutontho 
ivailo of hidla, w'ouid bo disastrous. Tlio foreign trade of tho great rmiinsula 
deiiendfl largely on the export of silver to it, which is exchanged fox com- 



moditios, and then coined and passed into the currency; hut if b liver was 
summarily deprived oi the quality of convertibility into money, this course of 
“ trade would bo closed, and some time, a time of great embarrassment and 
distress, would pass before commerce became reorganised.” 

13. These remarks appear to be founded on a misappre¬ 
hension as fatal as that of the Government of India with 
respect to costliness. 

In the first place, no embarrassment or distress ought to 
occur if ample notice he given to the public of the iutentions of 
Government in regard to any change. 

Secondly, in consequence of the notice, all pre-existing 
engagements wiU he carried out without jn-ejudice or injury; 
and, after the expiry of the notice, parties wishing to place 
funds in India will have the means of doing so to any extent, 
by moans of the Secretary of State’s bills, with absolute cer¬ 
tainty, both as to the present and the future. This, it would 
appear, will not only not occasion embarrassment and distres.s, 
hut the very opposite, and ho an immeasurable improvement 
upon the present state of things. 

14. It may be asked, how about foreigners, su(^h as the 
Chinese, or others, who may possess silver, and wish to make 
use of it for remittance ? To this it may he replied that the 
silver has its full market value in China, and everywhere else, 
and it may be exchanged for gold, and the latter sent to India : 
or for hills on London, where Council bills may be purchased; 
or it may ho offered for sale to the Government of India at the 
market price, to ho bought by them, just as the British Govern¬ 
ment buy silver for the token currency here. A cousideratiou 
of these various methods will, I trust, enable any one to beliovo 
that there need not be much embarrassment or distress, ai tcu* 
duo notice of the intended cliange, for the short period occupied 
ill oavrying it into effect. 

15. The last paragraph of the Article begins as follows 

'* Tho ininsf'iirmtttion. of tho curronuy of a counti'y liko India is a tank of 
“ fiUub dimoneionii ikat a ousc of j^/roved necossity must be eutablisbed before 
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GovernnaGnt can 1)0 persuaded to enter upon it. If the operation is to be 
“ I’apidly performed, it is extremely costly; if it is loft to spontaneous action 
“it will bo extremely slow. Wo adhere to the opinion, more than once 
“ expressed, that it is entirely unnecessary.” 


16. It is not a little remarkable to find a writer, com¬ 
menting upon an important despatch in which the Governor- 
General of India expresses his deep sympathy with the losses of 
individuals and the disturbance caused by the fall in the 
exchange value of the Indian currency, repeating his opinion 
that a measure which he has stated would not bo costly, but 
only extremely slow, and which he must be aware Avould very 
speedily (it might be made immediately) put an end to all these 
evils, is “ entirely unnecessary.” 

17. As the paragraph stands, the opinion strictly applies 
only to the introduction of the gold currency, which, it is true, 
is comparatively unnecessary ; but it is evident from the next sen¬ 
tences that the author lias omitted from his view the clfcct ol' the 
change of standard upon the rate of exchange, upon AA'hich all 
the losses and embarrassment hitherto experienced especially 
depend. 

18. The writer’s only grounds for this conclusion, in 
addition to the explanation, which wiU be presently noticed, 
appear to bo his misapprehension as to the embarrassment and 
distress during the short period of transition; which, even if it 
were correct, would be no just argument against a measure of 
State policy calculated to affect all future time; and his remark 
that “ if it (the change) be left to spontaneous action, it would 
be extremely slow.” The first is a mistake, as before explained, 
and thesecondis the strongest argument in favour of the measure 
which its warmest advocates could advance. What could be 
more desirable than that the introduction of the gold carroi\r^\ 
sliould insensibly lake place by the spontaneous acilon of (be 
operations of commerce ? It must, however, be ixmicmbercd 
that it is not the alteration of the currency, but of the siuiularfi, 
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is now so mucli needed, to put on end to all the cnT- 
barrassment and difficulties to which commerce, individuals, 
and the Government have been and arc exposed; the effect 
upon these would he as speedy as might be required. The 
introduction of the gold currency is of comparatively no im¬ 
portance, and w.ould not injuriously affect any interest, how¬ 
ever long it might be delayed, Eut the author adds— 




“ Every priyato difBculty arising from a diminution in the purchasing 
“ power of silver, will be adjusted by tho spontaneous action of those whom it 
“ afTects much more easily and cfliciently tlian it could bo by the intervention 
“ of tho Supremo Government, and tho single ditRculty will bo tho discovery of 
“ tlio means for redressing the balance of the State income and exponfUture.” 


19. Can the author of the above statements have seriously 
considered the following sentence in paragraph 4 of the carefully 
worded resolutionAvhich he criticises: “ but it may bo long before 
a stable adjustment of relative value is again attained, and mean¬ 
while the mercantile world must suffer.” Can he reflect upon 
the probability, almost certainty, that whatever the equilibrium 
may be, it will be below tho former rate of 2s, per rupee, and 
that to whatever extent it rules imder the former average, 
to that extent private interests will bo permanently and 
hopch'ssly injured. These interests are very large, including 
tho Indian GoA'^ermnent debt, the annual remittance of 15 
millions sterling, representing a capital of 300 millions sterling, 
and all the private capital invested in India. Does ho also 
remember that, “ redressing the balance of the State income 
“ and expenditure ” means, either extracting more tribute from 
tho ta.A payors, or restricting the development of the rcsouvccs 
of tho Empire ? If my statements are correct, tho aaLoIo of the 
depreciation and loss wiil he removed, speedily and for eA*cr, 
by the meosurr - not necessarily irrevocable—I haA'o reeom- 
iiiend(ul. T'iiis will be effected, not o?ily without trouble or 
expense, but on tiie contrary, a considerable gain ; and it can 
only !)<:• Inought abr-.’t by tho action, of the Government of 
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ndia; and although the writer states that every private diffi¬ 
culty would be “ more easily ” adjusted by the spontaneous action 
of individuals, it certainly appears to bo a very hard problem, 
and one which the author might gain well deserved reputation 
and gratitude of the parties interested if he would solve, namely, 
how a large Indian Bank, having a capital of a million sterling 
employed in India, on winding up its business, or taking stock, 
can realize the number of pounds sterling spent in acquiring it. 

20. If the Government of India wish the capital of parties 
in Great Britain, or any other gold standard country, to be freely 
invested in India, they will not bo insensible to the great im¬ 
portance of guarding them against the severe losses and dis¬ 
appointments to whicli a difference of standards in the two 
countries unavoidably exposes them. It would be a great mis¬ 
fortune if the progress of India were to be restricted by the 
amount of capital advanced by the natives for its improvement; 
which, from the latter part of the 25th paragraph of the resolu¬ 
tion, the Govermnent of India seem to consider necessary; and 
it is a recommendation of my plans that this necessity would be 
altogether obviated. 


ON TUE DIFFICULTIES CAUSED BY UNLAWFUL COINAGE. 

21. To get rid of every trace of doubt regarding the diffi¬ 
culty which has been objected to my proposals connected 
with the unlawfid introduction into India of genuine coins 
manufactured in America or elsewhere, it is very important 
shew that however great the temptation might be, it may 
be. restrained vithin bounds, or reduced to nothing, at thC 
plea.sure of the financial Minister; but before entering upon 
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xplauatiou it may be desirable first to give a glaace at 
the dimensions of the question. 

22. Great Britain Tvitb her population of about 32 millions 
has a metallic currency at the rate of not less than £4 per head j 
France at the rate of £5 or £G per head. 

Both these countries have the assistance to a very large ex¬ 
tent of all kinds of banking facilities, notes, bills, and cheques 




innumerable. 

23. India, 20 times the size of England, and 5 times that of 
France, in area, and more than 6 times that of either of them 
in population, is comparatively destitute of banking facilities 
in the way of deposits, cheques, &c.; and at present the great 
bulk of her tran.sactions are from hand to mouth by ready- 
money cash payments. The people are industrious, active, and 
speculative, and the country fertile, and abundant in resources. 

24. I have shewn in my first Essay that in the last 38 years 
the trade of India increased nearly four-fold. Its currency has 
doubhid in 20 years, and this, before its canals, I'ailvvays, and 
t elegraphs have had time to iell on its commerce. 

Wliat would be a fair and moderate estimate of India’s re¬ 
quirements for currency 40 years hence ? 

If it were equal to France, which is perhaps a more just 
comparison than England, its population of 230 millions would 
possess a currency (at £5 per head) of 1,150 millions sterling in 
value. 


Supposing, instead, that its cowmerce should increase in the 
next 40 years only as much as it lias done in the past 40, the 
corresponding v due of the currencT Avould be 560 miUious. 

Again, if the currency increased only in the same ratio ns 
deoHug t)ic last 20 years, it would be four-fold Hs present value, 
tojd wovsld ami'unt, also to 600 miUions. 

Now, if ’ he currency increases from the present value of 
I fO mUlions sterling to 560 millions in 40 years, that would lie 
h’j an addition to it at the “verago rate of 10^ miliions p-sr 
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25. My first Essay was written when silver was depreciated 
12 or 14 per cent., iind it appeared to me that 10 or 12 per 
cent, is not too large a reduction in value of a token ciuTency, 
in the circumstances of India. I have since ohserved that 
the Americans proi)osed 9 or 10 per cent, for their token 
currency. 

In my tliird Essay I proposed methods to reduce the dif¬ 
ference of value to 10 per cent., if it should, by any chance, 
become necessary; but from information more recently 
obtained it seems very doubtful whether anything would bo 
required. 

20. Let us, however, suppose the worst. That there is a 
(lifroreiice of 20 per cent, in favour of unlawful coinage, and 
smuggling, and that nothing has been done to reduce thc- 
temptation, as proposed. 

1st. In the first place it appears that coining on a 
large scale in India could not fail to be prevented; and that 
importation from abroad could also be prevented; for Ibc 
country is well surrounded by the ocean, and impassable 

barriers. . 

2adly. But supposing that in spite of all efforts, a certain 

amount of unlawfidcoins did succeed in gaining admission into 
the currency. Are they likely to do so, continuously, to such au 
extent as to seriously affect an annual increment of lOi 
millions sterling ? or say, even of 6 millions ? 

3rdly. If they did so, what would be their eflcct ? This may 
be answered by saying that they would prevent the Goi cru- 
ment making additions to the sQver currency to the extent 
they otheinvise would, and to the amount of theii- ov, n l alue. 
If we were to assume that one millioti of llupi'cs ivcie 
-mueuled into India annually, on the r.vorage, th.nr cffir^ 
,vould be the same as if an extra one hundi-ed thousiun' pouiMh 
worth of private bills on England vvciv drawn m Imlia. The 
rupees being ■ vchangod for goods a ut ylnoatl, or hillS; they 
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lid, as imports into India, diminish a balance of trade 
favourable to India to their own amount, and retard the intro¬ 


duction of gold to the same extent; but they would do no 
other harm; unless we assume that they were brought in to 
such an extent as to tui’n the balance of trade against India. 

4thly. The unlawful coins, unless as numerous as just 
supposed, would do no harm or injury to anyone except the 
Government. They would injure the latter by diminishing the 
additions to the silver currency proper to be made at certain 
times, and the profits of them—just as the smuggling of salt 
or opium would deprive the Government of the much larger 
profits of those monopolies. 

5thly. But against the losses so sustained we must set off 
the profits necessarily resulting from the measures proposed. 
If we assume that out of the lOJ- millions annual addition to 
the currency, 8|- millions are of gold, by commerce, and 
millions of silver by the Government, that woxild imply (at 
20 per cent.), a gam of £400,000 per annum, less the amount 
reduced by smuggling; which, if one milHon of rupee.s Averc 
brought in, would bo 20 per. cent, of £100,000, or £20,000. 

Othly, But even supposing that there were either no 
additions made to the silver currency, or that tlie gains to the 
Government under this head were reduced by smuggling to 
‘ Nil, what would be the gain to the Government of India by 
an early rise of the exchange to 2s. per rupee, and its 
fiianent fixture at that rate, with only fractional deviations ? 

7thly. hat Mould not bo the relief and benefits con¬ 
ferred upon the public in India .and England, and tlin officers 
aud members of all ranks of Ilor Majesty’s scrvicci in India ? 

Sthly. Thcadvantage under the sixtli head may he reckoned 
by millions, if 9Jj per cent, be assumed ; and if not, then the 
ditlieulty assuiiicd is also diminisbed. 

Oihly. It mu.st be remembered that if the difference of 
value or “seignorage” of Uae token rupees be too great, 
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measures migM be taken to get rid of tbe difficulty as proposed 
by me (in pages 66-7, paragraphs 29 and 30), and also that, 
■whether this be done or not, "we ha've only to ■wait till, in due 
time, the gold coins take the lead in the currency, and the 
silver coins will then be restricted. 

27. The object of all these representations is to show that 
although there might possibly be some difficulty attending my 
proposals, yet that the objection of unlawful coinage and 
smuggling does nothing more than threaten to diminish one 
and tliat the smallest one—of the enormous advantages and 
gains which they w'ould secure both to the Government of 
India, Her [Majesty’s services, and the public in general engaged 
in our vast and daily increasing Indian trade. I hope, there¬ 
fore, that it will bo admitted that although it is possible the 
unlawful coiners and forgers (paragraph 18, page 39) might 
give us some trouble, yet my proposals would, nevertheh^ss, 
succeed in producing an incalculable amount of good, and very 
large financial gains, in spite of them. 

28. But in addition to the arguments already advanced, lot 
us suppose that the apprehensions connected with the difficulty 
of unlawful coinage arc still not removed; that on the per¬ 
manent settlement of the A'alue of silver as compared with gold, 
the intrinsic value of the rupee should be very far below its 
current worth, and tliat it is feared the profit might bo so great 
as to make it a tempting speculation to run the blockade of all 
the preventive measures the Government may establish to 
exclude foreign-made coins from the country. 

Under these chcumstances it would be desirable lo draw 
attention to two facts:— 

Bu’st. That, as before observed, foreign made gennino 
rupees if they did gain access to the interior of India, in all 
but excessive numbei’s—for instance, to any extent sliori of tlic 
■whob.' T' alonct^ of trade of the Empire—would do no ha^n^ to 
any one excepting the Government, and to them only by 
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rding the introduction of gold, and depn'ving them of the 
profit arising out of the coinage of gold and silver at the Mint. 

Secondly. That hy carrying out the principles suggested, 
(3rd Essay, paragraphs 27 to 30) for the case of an excessive 
difference between the current and intrinsic value of the coins, 
and by a timely adjustment of the rate of exchange, the 
temptation itself may be reduced to nothing, or kept within 
such limits as may be known to be quite safe. 

29. The main difficulty in settling the details of the intro¬ 
duction of a gold standard for India, in such a case, arises from 
our ignorance at present of what may be taken to be the 
future permanent value of silver as compared with gold, and 
also ^\•hat the amount of temptation our preventive measures 
will be sufficient to overcome. In my pamphlet I have taken 
it for granted that a difference of 10 per cent, between the 
current and intrinsic value of the rupees would not be too great; 
assuming that the Government would, through the agency of the 
Customs, both in India and Ceylon, have no difficulty in prevent¬ 
ing the introduction of coins of foreign manufacture, and would 
aho put a stop to those of native Indian mints; for it must 
be rcpiemborcd that unlawful coinage of genuine rupees cannot 
he profitubly carried out except upon a large scale ; and their 
iiujiortatluu into India, if it take place at all, must bo on a 
large scale also. 

30. The suggestion above referred to, winch was made to 


meet the event of an excessive pevmanont reduction of Uie valun 
of silver, compared with gol l, was the gradual dis-rating o!‘ the 
vu}jeep; '•o'upLcd with the issue of new coin.s at a scigneriigc ot 
t' U jjer cent. It was proposed to effect this depreciation of 
the curient ralue of the present coins by slow degrees, in 
order to create the least possilde disturhniico of existing 
oonli-aets, and to affool ami)w Mms for the progress of events 
to fdiew eoiicUisively wliat would bo a proper fijial estimate of 
the fill lire pei’inaaer '- price of siivoi-, whereby to fix the weight 
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the new token coinage. Por this purpose the eumulative 
depreciation of one per cent, per annum was suggested, hut 
this might ho much increased, if it were desired, without any 
serious ill effects. 

31. The process of dis-rating might he carried on till the 
current value of the coins had been reduced very nearly to 


their intrinsic value—it might he carried even somewdiat lower; 
and they would then ho brought to the mints freely for 
sale and for conversion into the new token currency, at a con¬ 
siderable profit to the State. 

In the meantime the former Coinj)an 3 ’’s rupee would 
hold its place in all public and private accounts as an imaginary 
coin, or money of account, in the same manner as the cur- 
“ rent rupee ” was, when in use in the beginning of the contiuy. 

82. It will he understood that these measures would ho only 
called for in the event of the permanent price of silver, as 
compared with gold, being so very greatly reduced as t o make 
it a serious difficulty to prevent the introduction of unlawful 
coins, and very seidous loss being thereby occasioned. It is 
obvious that by the time the current value of the coins had 
been i’educed to their intrinsic worth, all tem))iaTion to unlaw¬ 
ful coinage would bo at an end. There also is anotlior circum¬ 
stance w])ich would tend to diminish it. 

33. What is now'referred to is the rate of oxehaugc. It will 
have been understood from trliat has been formerly said on this 
subject, that from the moment that it has been declared that uo 
more silver wOl he received into the Indian Mints, but only gold 
at the rate of 2s. per rupee (Act 17 of 1835 having been repealed), 
the Secretary of State wall have a monopoly of a very largo 
part of the means of reinittauce; and that from 17 to -0 
millions sterling per annum will be remit!abh-to India only by 
n oans 1 Council drafts upon the Indian Treasury. It would 
be pru' ficahle, therefore, for the rate to be fi'.t d at once, 

at nearly 2-!- per ruxiee, and the public couJ I not ju'acti- 
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and making remittances at 
that rate. But to do this suddenly would create a shock and 
disturbance of commerce even greater than that already expe¬ 
rienced, and on many grounds it would be very desirable that so 
great a change should be introduced by degrees. 

34. There must be so many circumstances of which I am un¬ 
qualified to judge, which ought to be taken into the considera¬ 
tion of the course to be pursued, that I would not presume to 
express an opinion as to the details of the measure to be finally 
adopted by the financial authorities. The following remarks 
arc therefore merely intended as an illustration of the 
subject:— 

Supposing it were decided that the rate of exchange should 
be gradually raised to 2s. per rupee, or as near that amount as 
practicable, by successive steps of Jd. per rupee per quarter, 
and that notice of G months should be given previous to the 
alteration. 

35. If the rate of exchange at the time of the first notice 
wore Is. 9d. per rupee, it would, at the above progress, lake 
3^ years, including the notice, before it arrived at the full rate 
of 2s.; and, reckoning drafts to the amount of 16 millions per 
annum, the loss incirrred by this considerate postponement of 
the rise, as compared with an immediate enhancement, would 
be about 3|- millions sterling. If only three months’ notice 
were given in the first instance, nearly half-a-million sterling 
of this would bn saved. But it ought to be added, that the 
losses herci sp'.kcu of are not real losses at all; they only indi¬ 
cate the amounts by v/liich the gains, in comparison with the 
present state of things, would fall short of the full gains of an 
immediate and sudden bound of the exclumge to 2s. per 
rupee. In both cases the actual gain by an immediate raising 
of thorak, as compared with a. continuance of tlie present 
blato of things, for 3^- years, would ho £6,126,000, hut it 
would be reduced, in the first case, by £2,609,375, in the 
8e<.‘ond by £3,‘>78,125. 
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cally avoid purchasing the Bills, 
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It must be atklecl tliat after tbe rate lias risen to Is. lOd. 
there will be an additional gain upon all the remittances made 
in paj'^ment of money on account of railways. 

36. It will be obvious that when the rate of exchange is tft 
so great an extent subject to be influenced by the proceedings 
of the Government, it would be very desirable that ample 
notice should be given to the public of their proposed course of 
action. On the other hand, unless there be cither some con¬ 
siderable uncertaintyi some restriction of the issue of bills to 
the bona fide wants of trade, or very considerable delay, it 
vould be difficult to avoid the inconvenience of speculative 
purchases on a largo scale to secure the profit of the rise, when 
the latter could be certainly depended u])on. This may perhaps 
be best obviated by special arrangements. 

37. It ought not to be omitted, that these speculative pur¬ 
chases Avould do no injury to any one except the Government, 
by encumbering them with a larger supply of funds than are 
required for home payments, and at a lower rate of exchange 
than that at which they might be afterwards obtained. Bui 
iliey would carry with them this compensating advantage, that 
•\vh(‘n the Secretary of State was more than abundantly supplied, 

Jio would bo in a stronger position to advance the minimum 
rate of exchange for bis bills in the future; supposing that ho 
wns acting upon a progressive and tentative system. \ 

It must here be noticed that nntil the rate of exchange, 
lias riscu to nearly 2s. per rupee, no gold will be taken to the 
Indian Mints; and also that at times it may be necessary 
for the Council hills to he disposed of at a somewhat lower ra te 
than 2s. per rupee, when gold can be deliver(;d in India at that 
price. 

38. But the chief point which has induced me to toueli 
■ gjf)] he question of the rate of exchange is to sliew how hy Us 
!U;Voa it mi^lU. together with the dis-raliug of tla l oins, ia 
case of liccdj ou.ii/i/luie all temptation to unlawful coii ag.. 

•t’yr instance, suppo.siug au excessive fall of the val' .i • f 
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tliat the ordinary rate of exchange was Is. 6d. per 
rupt.^. So long as that rate continued there would be no gain by 
unlawful coinage, because it would cosf more than the Is. 6d. to 
procure the silver and manufacture the coins, and the rupees so 
obtained would only be worth the Is. 6d. for which they might be 
had by bills; but if, while the price of silver remained the same, 
the rate of exchange were gradually raised towards 28., tlie gains 
by illicit coinage of genuine rupees would begin and increase, 
pari passu, with the advance in the price of the rupee. On the 
other hand, if, at the same time the dis-rating of the coins were 
carried on with equal rapidity as that noticed above, paragraph 
34, viz., -]d. per quarter, or 4 per cent, per annum, the value at 
which the coins would pass in India Avould continually de¬ 
cline, as the profit by coining them, had they retained full 
values, would have increased; and as fast as the temptation 
grew on the one hand it would diminish on the other, and 
might thus bo avoided altogether ; but as I have before 
observed, this expedient is only intended for an excessive de¬ 
fault in the value of silver; and, judging by tlio latest in¬ 
formation on the subject, will probably never he required at 

all. 

39. It is also important to observe, in answer to some objec¬ 
tions, that during the one or two years or more delay, and until 
the rate of exchange has risen to such a point as to induce the 
delivery of gold to the Indian Mints, the quantity of silver 
absorbed by India will bo precisely the same as if the coinage 
r.f it liad not been interfered with. 

40. The Secretary of State must on the suspension of coin¬ 
age undertake to deliver bills at a fixed rate to all tauncis, and 
llie whole of the remittances hitherto effected by bills, private 
dinfts, and silver bullion, will be made by bills oulj. lie 
will therefore have |o grant remittances, not only for the same 
au.uuut as fovmmly, but also for the sums sent by private 
diafl:! and bullion, and will thus have more money paid inb> 
the Home Tieioui’y than be requires. The excess will be equal 






India, and tbe 

Secretary of Slate will himself send it out to be coined on 
behalf of tbe Government. There will be thus precisely tbe 
same quantity sent to India as there would be under tbe existing 
system, till tbe time arrives at which gold can take its place, 
after which the currency will be for the future supplemented 
and regulated by that metal, and by any further additions to 
the silver coinage which may be found necessary for the 
purposes of internal circulation, 

41. But a doubt may still remain, namely, whether tho 
whole currency of India cai^ be permanently kept at a much 
highervalue than the market worth of the materials composing it. 
Theoretically, it must be allowed that it might be done, as 
there ai’e instances in which absolutely worthless tokens have 
acquired and, for years, maintained a high value ; but in order 
to understand the case thoroughly, it is necessary to advert to 
the principle which is effective in all such cases, namely, that 
tokens, being legal tenders, necessarily exchange for the value 
of the minimum cost at which they can be brought into the 
market; which value they will retain so long as that minimum is 
.slriclly adhered to (vide E.ssay 3, pai’agraphs 51 aud o2, p. 75). 

[•‘J. T venture, therefore, to submit, as an illustration, that 
if the Indian Government were to pass a law increasing tlio 
seignorage upon ruj)ees from 2 to 5 per cent, (the price ef 
silver remaining uniform) the value of the coins would gradually 
rise till, instead of being, as now, worth 2 per ct-nt. more tlian 
silver bullion, they would be worth 6 per cent, more ; and, iu 
the same way, if the Government were to pass a law, ns I propose, 
enacting that in fiitivre rupees should be only procured by the 
d.'livcjy of one-tenth part of the gold contained iu ilie Briiish 
si.ver<'ign, fhey would in future he vvortli one-tenth of a 
Sin,< loigi). T n must not, however, fail to romemher that the 
iiovernment ot India is not called upon at present ti> raise' thu 
vrahie 01 the inpePj l)xit only lo prevent its depross’nn, I iiiay 
also nKuiJion tliat by my junnosal the o-vdiaago wit ; India 
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rise to and I’eraain constant at about 2s. ]icr 
rnpuc, and when that lias been experienced for some time, tbe 
large nunibev of two hundred millions of rupees being 
annually imvchased in cxcbange for gold at that price; it would 
be iini) 0 ssilde for the currency, which is already of that value, 
when it commands tlie same in the purchase of gold, to sink 
to any lower value in tlie purchase of commodities. 

43. The doubt has been suggested wliether it would be riglit 
that the Government of India should possess the privilege of issu¬ 
ing token money “ad libitum” without some effective restraint, 
such as that always in operation in regard to full weight metallic 
coins; whether, in fact, it would be safe to give them a power 
V, hich might possibly be abused. This objection has been in some 
measure provided for by the note to para. 31 of the second Essay, 
jiage 47, where it is pointed out that if the supply of silver wore 
overdone, the gold wmuld leave the country. But the explana¬ 
tion may be carried a little further, by saying that after the 
exchange is restored in full, gold coins will continue to 
bear a small agio till they are in sutTicicnt numbers for the, 
wants of the country, and the increase or diminution of the 
agio -will indicate whether tlie silver coins are in excess or 
deikiency ; but if the Indian Government were to iucrease the 
supplies of silver coins till the gold pieces had left the country, 
the exchanges would afterwards begin to fall, and the Gov'cru- 
nu'ut would be not only reminded of their mistake, but 
])uni.sbcd for its commission. It may be remarked that it 
would be opeu to the legislature to enact that no silver shouhl 
Ix'coined but such as was sent to India, the prodin o of the 
(MCi'idus of payments for Council bills. Wbeu a surplus is 
tfijuircd tu supplement tlie rupee coinage, the anrount of bills 
tiu<-li would be re gulated with great pre<;ision by the 
Si'cretary of State, through a temporary relaxation of the rate 
of i vel.'uige; because merchaiits and all other parties will always 
bills in pr-f‘vence to sending out gold, if tbe former are 
sufli'-ii iitly ehe.'ip. If tbo Secretary of State wei’e to abuse the 
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lie would flood the currency, raise prices, diminish tlic 
balance of trade, and, in the end, find a difficulty in procuring 
a*!! the bills necessary for his purpose. 

OTHEH OBJECTIONS. 

44. Heferring to the increased production of gold a few 
years ago, and drawing a parallel between that and the present 
superabundance of silver, the question may be asked—Ought 
we to change at every variation of the value of the metals P 
To this I would, without hesitation, answer No. I would 
suH'er a good deal rather than offend against the maxim to 
“ leave well alone,” although I believe it to be true that, witk 
Ihe e.vcepiion- of the inconvenience to merchants and others by 
the disturbance of arrangements previously made, there would 
be no more harm in changing the material constituting the 
standard of value of a country once a year, or even once a 
month, than there Avould be in changing from a wooden to a 
metal yard, provided there were no difference in the length 
represented by one and the other. 

45. But the maxim “ leave well alone ” applies only whim 
things are “ welland my argument is that our pri'si at. 
arrangement of the currencies of England and India is essen¬ 
tially wrong. It is not only now, when such cnitrmous 
mischief has been suffered,but for years that 1 have advocated 
the importance of adopting for India the standard of England. 
Once having assimilated these important measures, there would 
he no reason for any further change. 

If reference he made to the paragraph at the top of page G, 
the latter part of the paragraph at the head of page ID, and 
paragraph 53, page 30, of my first Essay, this view will bo found 
distinctly stated. 

ON THE AVERAGE VABIJE OF TUB RITFEE, 

40. My iwoposal of the rate of 2s. per rupee was, in some 
Tucasure, based upon the suj)position that the Oovornnicut of 
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(lia, oa being satisfied tliat the measure of value had become 
seriously deranged, 'srould think it their duty to take steps to 
restore it to what it was on ti)e average, before the derange¬ 
ment began; and under this aspect of the question, that the 
careful analysis and calculation made by me of the latest infor¬ 
mation up to 1870, including the prices of silver and gold, and 
consequent value ot the sovereign in rupees for 15 years to 
1867 inclusive, would be sufficient. 


47. That calculation, carefully carried out by three diderent 
methods, gave the value of the rupee within a very minute 
fraction of two sliillings ; although considerable deductions 
from the value of the sovereign, which were therein stated, 
wore not brought into the account. 

48. As doubts, hoivever, have occurred to some whether, as 
a strict matter of justice, it would be right to fi.'s; the value of 
the Company’s rupee so high as the equivalent of 2s., more 
especially with reference to old standing contracts, I liave 
thought it desirable to gather into one view all the facts within 
my reach as to the true value of the coin at different epochs, 
from the beginning of the century until the present time. 

49. 1’ho earliest information I have been able to obtain is of 
the year 1783, which is interesting from the circumstance of 
iis being 10 years prior to Lord Cornwallis’s permanent settle¬ 
ment. At the date referred to the Bengal JMilitary Orphan 
Society was established, and the rate of exchange was at that 
linn? tixod ,it 2s. 4d. per sicna rupee. Tin's corresponds willi 
2s. 2-jd. per Comp.any’s rupee. 


50. In the ytiar 180.S the Madras Military Pnnd was i .^tah- 
iislual, and the r;ite of oxchango was fixed at 2s. 3-428d. 
per Madras rupee, equivalent to the present “ Compauv’s " 
rupe'-. 

51. Tn 1811 in the first editipn of Kelley’s Cambist (page 
117) it is staled that the “Sicca” rupee, which contahied 
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\ure silver, was wortli 2i'5CGcl., and the 
hicli was an imaginary coin, or money of 



Tio'921 grains of pu)'e 
“ Current ” rupee, whicl 


account, was wortli at the same rate 21'17/d., hj uhich it 
appears that the latter represented 151 657 grains pru’e. Both 
these were calculated—valuing silver according to the (then) 
mint price in England—5s. 2d. per oz. standard. But it is added 
“ the market price in India is generally much higher, making 
“ this (the ‘ Current ’) rupee worth 2s. nearly, and the sicca 
“ rupee about 2s. 6d.” 

According to this statement, the present “Company’s” 
rupee, which contains 165 grains pure silver, would have been 
worth 2s. 4'136d. as compared with the “ Sicca, ’ ivorlh 
2s. 6d., or 2s. 2'1115d. as compared with the “ Current ” rupee 
worth 2s. The mean of these two values is 2s. 3'125d. 

52. The next fact we are acquainted ivith is the establish¬ 
ment of the Bombay Military Eund, on the 1st May, 1816, when 
the rate of exchange was fixed at 2s. 3d. per rupee, the coin 
referred to being equal to the present Company’s rupee. 

53. In a letter from the Honourable Court of Directors, 
addressed to one of the Bunds in 1832, it is stated thal this 
rate, aucl those previously mentioned, wer«’ correct and fair at 
the time tlu'y were fixed. 

54. In the year 1819 the Government of India ad.iu ted tlu; 
ratio of gold to sUver at 15 to ], and altered the quantity of 
pure metal in the gold mohur to effect that object. At the 
rate of £3.17t«. lO^d. per standard ounce for gold, plus seignor¬ 
age at 2 per cent., which was then charged for coining gold 
and loss of interest at 6 per cent, for 20 days, tl>e valno of the 
silver rupees, at iVth of the gold coin, would be Is. ll'Od. : bet 

t is state<l (in Brinsep’s Useful Tables, page 4) that the gold 
coins were at that time at a discount, so that the rupees must 
havo br-t'U wortli nioro tliciii 2s, 

55. Ill ilie year 1826, when the Bengal iniitciry Funil was 

estublibhed, tbi: rate of* exchange was fixed at . 4d. per si. ca 





TTlpee, equivalent to 2s. 2-250d. for the existing ” Company’s ” 
rupee. 

66. In the year 1832, the Court of Du*ectors altered the rate 
of exchange for the Bengal Bunds to Is. lid. per sicca rupee ; 
at the same time allowing the advances made in England to be 
repaid at the end of 12 mouths, dmnng which time the funds 
wore receiving interest ffoni the Governnlent for the moneys 
in their hands, at the rate of 8 per cent, per annum. 

In like manner the Bengal Orphan Society’s Fund, which 
had been established with a rate of exchange at 2s. M., was 
reduced to Is. lid. per sicca rupee. 

57. In these cases it appears, by the letter of the Honour¬ 
able Court, that the rate of Is. lid. per sicca rupee was fixed 
because that W'as found to be the produce in England of sicca 
rupees sent home as a bullion remittance. They were sold at 
the price of silver prevailing at that time, of probably 59d.* 
per ounce standard, which would have yielded Is. ll-377d. 
pi'i' rupee if the pieces had been all of full weight and fineness ; 
the rate of Is. lid. representing only the value they actually 
realised. 

But, if the actual bullion contained in the sicca rupee is 
wmrth 23-377d. in England, w^e must, in order to arrive at the 
current value of the coin itself in India, add to this amount 
the expenses of freight, insurance, loss of interest, and 
“ seignorage,” the aggregate of which, in 1832, Avhen the best 
means of transmission was in sailing vessels round the Cape of 
Good lIop(^, could not liave been under S per cent. Calculatin'^ 
these, the true value of the “sicca” rupee in India was at the 
h^abt 26 2l7d., and of the pi-esent Company’s rupee i\jth less 
23G7')d. 

In the year 1857 the above-mentioned rates were restored 
to 2s. per rupee. 


‘ V--U &*r. UolIingbory’B Tretiiiw, para. 230 . 
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o8. It is stated in a Minute by Mr. Secretary Prinsep, dated 
20th 'November, 184-1, that between 1835 and 1839 mint cer¬ 
tificates for gold were freely paid into the Government Treasury 
at “par,” and that sovereigns' were sent in as bullion to the 
mint, and the certificates taken out at the Treasury in silver. 

During the time referred to, from 1835 to tbeeudof 1838, 

1 iie gold thus brought in for coinage was subject to a charge of 

2 per cent, seignorage, and a delay of 20 days, wbicli, reckoning 

the interest of money 6 per cent., make the price of th.e rupees, 
of Avhicb 15 were taken instead of a mohur, costing 358.6d., 
(934i-5d. X 102-i- X 4-2§) l-lliVk 

59. In the year 1841, gold had risen in value nearly 7 per 
cent., the 15 rupee mohur passing for IG rupees in the Bazaar. 
This corresponds with a value of Is. 10'194d. (the seignorage 
having been reduced to 1 per cent, at the end of 18o8) pei 
Company’s rupee. 

I have been unable to in-ocuro data to shew how long this 
rise in the price of gold lasted, but in 1853 it is shewn by the 
account No. 163 of the miscellaneous statistics, relating to the 
Goveimment of India, published in 1875, that the exchange for 
that year, exliibited by the drawing of the Honourable Com¬ 
pany’s Bills, gave tlic value of tin- rupe<; at a trifle more than 
2/0], and the average of the 10 years ending 1802-3 is 2/0.\, 
the average of the succeeding 10 years is l/ll;b ending in March, 
1873, the average of the whole 20 years being l/il‘9. If we were 
to add to this sum a small allowance for interest during the trans¬ 


mission of the bills, the result would be more than the raic of 
2/- per rupee, thus corroborating the results obtained by wholly 

difleremt and mdepenclent investigation, referred to in paras. 10 

and 47 of this Essay. 

00. If wo now endeavour to reduce tlm facts above gi\ on 
to an approA-imate avcrag<-‘, by considering each rate to ha- o pre- 
d (illit w isronlacodbv the succeeding one, multiplying the 

3 





20 




f^rs and rates together, and dividing the aggregate products 
i)y the total number of years, the result is as follows 


Prom. 

To. 

Years. 

Rate. 

Product. 

1783 

1808 

15 

2/2*250 

393*750 

1808 

1811 

~3 

2/3*428 

82*284 

1811 

1810 

5 

2/3*125 

135*625 

1816 

1819. 

3 

•2/3*00 

81*000 

1819 

1826 

7 

2/0*00 

168*000 

1826 

1832 

6 

2/2*250 

157*500 

1832 

1835 

o 

1/11*670 

71*010 

1835 

1839 

4 

1/11*90 

95*600 

1839 

1853 

14 

]/10*194 

310*716 

1853 

1873 

20 

1/11*90 

478*000 



80 


1973*485 


Now 1973'486 divided by 80 gives the average rate for the 
whole period as 24-0G8d. per rupee. 

61. It must not be forgotten that there are two reasons of 
importance why the value of the rupee ought to be fixed at two 
shillings. One is, the incalculable convenience and advantage of 
aj'ranging the Indian currency in a simple and easy relation to our 
own monetary system in England; and the second, the necessity 
on the score of justice, not to allow the taxes paid by the 
labouring classes to sink below the value they oiight properly to 
command in the imirkcts of the world, nor permit the land- 
holdors under the permanent settlement to escape their just 
share of the burthens of the State, by making their payments in 
rupees of less than the proper value. 


J. T. SMITH. 


I^ovemher, 1876, 
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ESSAY No. 5. 

UEPLY TO THE OBJECTIONS CONTAINED IN A LEADING ARTICLE 
OF THE “ ECONOMIST,” UNDER DATE NOVEMBER 11, 187G. 


1. It may be considered a very great advantage and as.-'ist- 
aiice towards the discovery of the truth, when an accomplished 
writer, one of the first authorities in Eui'opo on financial 
subjects, undei-takes the duty of examining an important 
monetary proposal, and marshalling in array against it all tin. 
arguments which his large experience and extensive knowledge 

enable him to suggest. 

2. I feel, therefore, exceedingly thanlcful that the Edilor 
of the “Economist” has done me the honour of devoting a 
leading article to the examination of my plans; and 1 haa'c 
only to regret my misfortune that, from the peculiar circum¬ 
stances of India not being fully appreciated, and Iroiu niy 
failure to afl'ord sufficient explanation of them, tlie result arrived 
at lias been that they have been misunderstood; a fact clearly 
shown by the declaration contained in the beginning of tln^ 
second paragraph of the article', which, after an accurate descrip¬ 
tion of the sclicme (with one exception, which will be hereafter 
noticed, para. 80) in the first paragraph, falls into the error of 
saying that it is a plan for introducing “ not a gold standard, 
“ but a double standard of a peculiar sort.” 


3, The two first paragraphs of this article are as lollon s . 

» It, l„.a Lorn aiiggeated that the coinage of rupees should be suspoii.K a in 
Indm , that their impofLition should bo prohibited 5 that gold nhoubl bo roouM 

r, r anyone who will lake it to tho Mint at a tixed rat.. (s..y i>s. tho n.poo) : .lm( 
tl. repo: ^ and gold should bo legal tond.>r, which ev.-ryono m.istucept, l.u< lunr. 
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able to demand gold. And in this way 
iL is ljope<l that a gold standard ■would be introduced into India, without tlic 
ludiiiu Governuient Laving to buy gold to exchange for silver, the cost of wdiich 
would be more than it could aflbrd. 

•^J3ut ■when examined, it will be seen that this is apian not for introducing 
into India a goki standard, but a double standard of a peculiar sort l.diough 
llie coinage of nipees is suspended, they are still to be legal tender, and their 
value w'ill therefoi'e continually rise ; they w^ill l)e ‘ monopoly coins,’ so to speak, 
circulating at a scarcity vi^liic, and they will so circulate concurrently with gold. 

And this is to be tbe j>eriK;tiial currency of India, for the only motive for think¬ 
ing of it is that silver is already about to fall greatly in value; its very adoption 
would for a very long‘time cause such a fall because it would close the Tmlian 
market against silvei'—and therefore the cost of buying gold to exchange for tJie 
lupoo currency of India will be, years Jience, more insuperable than it is no^w, 

“ But to this plan there are the gi*avcst objections. First,” &c., (S:c. 

4*. In ovd('r to arrive at a clear appreliension of the in¬ 
applicability of the epithet, “a double standard of a peculiar 
sort,” it will he useful to enter into a brief examination of tlie 
terms employe<l,to ascertain their significance. Let me then first 
ask : Q. What is a standard ?—A. Without pretending to exact 
logical precision, this may he explained to be a clearly dcdined, 
and, as far as practicaldc, fixed and uualterable gauge?, employed 
in reguUiting otiior measures in common use. Q. What 
is a standard of value?—A. This is the value of a pi'c- 
eisily defin<!d quantity of a certain commodity, used to 
regulate I he value of a ciuTency, n hieh latter measure'^ the 
\alut.'S of otlier commodities.* Q,. How docs the standard 
('f value regulate the value of a currency? — A. Jty giviuu 
free and uulimittMl power of adding to and obtaining tlu-. eui-- 

* WJicn a curn ucy ooTialHl.s of full waiKlit Of iii« coMfoimiu!,' to the atandaiil 
tt-ithin lux'scrdcl liiiii's. anil if withia tliuia'. liiniLs, legal teiulor, it in Houieiimu.^. 
haid tliid Oi.,- eii iem-y im the stindard of value ; bet, < Iiotlgh in comiUon jiarhinc, 

■*,111 iH Pl.t wrong, it ciinuot l)u auid to he ‘■trictly eorroct; because tlie eoirtj) 
me, and never can he, i,rcei;-.(;ly “ blaiidurJ,” and the term is wholly in- 
ftj>j>lieidjl ' 10 wi lino eurrencioH, such a - incoii'. (.•rtihlo nutes aiid token coins. 



the present at least, no one should he 
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roncy to all parties on their surrendering the prescribed stand¬ 
ard equivalents; thereby enlarging it and, ” pro tanto,” 
diminishing its value; or with equal freedom to diunaish it 
and increase its value, by withdrawing the coins. 

5. It is not necessary to explain further how this system 
operates; but it is important to notice that it is essential ,to the 
automatic regulation of a currency that tliere should be al)sn- 
liitc freedom of exchange between it and the cojninodity by 
which it is to be regulated. ITrom the moment th.at the fret' 
exchange of the currency for the regulating commodity is 
stoi>pcd, there is an end of the regulation, and the commodity 
ceases to bo the regulator or standard. 

6. Since 1835 silver has been the I’Cgulating commodity for 
the Indian currency, and 108‘405 grains of that metal in iis 
pure state, or 183’78 grains r^-th fine,* are surrendered to 
procure the rupee. The “ modus operandi” of regulation 
is as follows :—The coinage of silver being dcmandnhlc, subject 
to a small charge, it becomes a profit for individuals to bring 
.silver to tlu' Mint the moment that,by a fall in its value, the coins 
struckt'rom it can bo had cheaper in comparison with cominodit ic's 
than the existing rupees of former coinages; and in such a case 
fresh rupees arc poured into the currency until, in timeg it 
becomes diluted and impaired in value, down to the level of the 
depreciated silver. On the other hand, if silver hecomo.s more ' 
valuable than before, the coins arc melted and .sent 
abroad; and thus the currency is always kept on a par uiih the 
value of silver. But the moment the coinage of silver is sloppe.l, 
the former adjustment is put au end to; and silver, hoA\ o er much 

it might (Iccliue in value, could have iio cllect upon the o.vist- 

* I'Ik.'. 1 , 111 !'! motrtllic uonsti! iifuts of Il'C ru(iare l(>5 oraiiis luiri', )ii"l 
1 H('gi-.iiii;i Init the iii'TohiiVit bi'iiigiiig silviiv to tlic .Mint is Kiil)iri t(.iil 

U) '!!.!iige.s oi 2-1 per cent., which cans.^ .a .'h coin to cost wlnit i.-. itljov.! .'liUoil. 
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currency. The rupees, being legal tender, Avould, as the 
■writer in the “ Economist” truly says, continually vise in local 
A'alue, although the silver they contain might fall. In other 
Avords, the currency aa ouUI be no more regulated by sih'cr. That 
metal, therefore, cannot be a self-acting standard by Avhich the 
Indian currency will be regulated, when, in accordance Avith 
my proposals, the free coinage of it for private individuals is 
stopped. 


7. The Avriter in the “ Economist ” does not say what the 
two commodities are Avhich constitute the “ double standard ” 
according to my scheme; but we may presume that gold is one, 
bocanso my proposal is that a certain specified quantity of it 
shall by law be made equivalent to ten rupees, and Avhcu 
coined be legal tender for that sum. We hat'^e just seen that 
silA’^er cannot be the other standard, because, while excluded 
from the !Mint, it Avoukl he incapable of affecting the currency 
automatically by Avay ot regulating it. Hence, as this is impos¬ 
sible, AA care driA'cn to the conclusion that, because it is proposed 
that the “ monopoly rupees ” shall be legal tender, as aacII as 
gold, the Avriter may, perhaps, intend that the “ monopoly 
rupees,” continually rising, arc the other standard, regulating 
themselves. 


8. There may bo some AA’ho really fail to see the distinc¬ 
tion between a legal tender coin, or token, and the standard of a 
ciirrcney, Init this cannot possibly he the case with the ae<;om- 
pli^.hed Avri||^in the “Economist,” and 1 must comdudo 
that he camt^iavo fnlly uuderstuotl my plans. I Avill proceed, 
tlicrcforc, to enquire Avhy, and to Avhat extent, the monopoly 
rupees would “ rise contiaually.” 

0. The author of the article uses the expression “ tlieir 
“ vuhie Avill therefore continually rise,” without indicating any 
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limit of tliis rise, either as to time or extent. An iininfoi’mecl 
reader might, thererorc, be led to hclioA'e that they avouUI rise 
iuuelliiitely; and the more so if he failed to see the real 
meaning of tlie phi'ases, used shortly afterwards, that they are 
to be the “perpetual currency of India,’’ and “ that the cost 
of buying gold to exchange for the rupee currency of India 
will be, years hence, more insuperable than it is iioav.” 


10. The dilficulty Avould be felt in consequence of 
its not being stated why the rupees Avould rise in A'alue, and tlu; 
extent of the rise. 1 aaIII, therefore, explain these jjoints. The 
rupee currency might rise in local value, and prices lall, l)ecause 
ill a progressive c.)untry a continual increase of currency is 
lu'cessari ,* and as no increase to its bulk would l.e possible t > 
the public by the coinage of silver, the value of the currency 
might, under my proposed arrangement, gradually increase until 
it became profitable to procure it by taking gold to tiu' idiuls, 
to be coined under the conditions prescribed by tin* ikmv 
standard of that metal. 


11. Ltcnee we sec that the monopoly rupees A^oul(l not 
rise; iiuleftuitcly, hut only till tlieir valiu' equalled that 
at whicli currency Avould he profitably obtainable by moans 
of gold at 2s. the rupee; and that having rcaelied that jioini, 
as any furllie'' quantity of the currency Avould he obtaiiialdo 
.at the same cost, its enlargement would ensue, and all further 
visit in value be prcA'cnted. 


* “ Prices •ttoulil faH, not rise, in conscquciico of tlic jion-ci iungo ol (lio 
i We 7nust reincmtier ttmt tlie oorrency of a stjttionary coii'itrv irquo.fi 

... i-faiii n-iiewi.l ; tliut of a progTesaivo comitrv icqniroa cori. taol iacr. u.s.-, nml 
ti< i i r.: . , If y.m ke. |. • qxmnlity fixed, prices are sure to fall. And as llie nq .'os 

. ".iin.tt l.e ir.ipoi'ted, there ia *to clicck on this fall, .snoieirtloy riip'T'-. .-ijiart, 
ill. ...ei r will ranthiuo a... long as the fi.xity' in .jii.inlity’ of the rnp.'c i.s tnaio! 
ill. a .’iri will he (|n;.l:. ri.r Hli'wer in proportion as tli' iinaca.M id'!he 
Iry i, .s". ’ ■'” -,(1. lS 7 ti. 


12. TIow mucl) rise does that represent ? Upon this point 
I venture to ofTer the self-evident remark, that if, in changing 
the. standard from silver to gold, the quantity of the latter 
metal taken to constitute the new standard, to he given in 
exchange for the rupee currency, were precisely of the same 
value as the av('rago normal value of the quantity of silver 
contained in the existing standard, tlie effect would he that no 
rise ill tlie value of the currency would occur or be po.ssible, 
excepting so far and to the same extent as it might be necessary 
to restore it, if it had become diluted and impaired by the 
previous free admission of depreciated silver coins. 13ut this 
is not the case. 

13. On this point I beg to refer to the third paragraph of 
my fourth Essay, wh(a’e the elfect of the change upon prices is 
wd'ern d to, to which 1 may add the remark that every writer 
upon this subject, up to the present time, has declared that 
hitherto there has Lcen little or no depreciation of the Indiuu 
currency, and that prices in India have not sensibly lisen.* Such 
being the case, the expression in the “Economist” that their 
(the monopoly rupee’s) value will rise contihually,.can only mean 
timt, “ circulating at a scarcity value and concurrently witli 
“ gold,” tliey would rise till they were equal to the rupees 
procured hy gold; but if the value of the rupee currency j)ro- 
curahle hy tlie coinage of gold he the same as that of the 
rupees previously obtained by the coinage of silver, it is evi¬ 
dent there would be no rise at all, excepting and only to the 

Tliii IcAlnwiiig in tVuui Profi-nur Vawcott’b ** Mauiuil tif Political v,'’ 

Otli crlitioii, •^01 : “ Oil this point there soouis to he cou(;lu3ivo evidcileo tli^t 
up lo tho prfcHoiit time (July, 18713) no such docliiie iu tlio purchasing jiowor of 
Hil wr iiikon jdace it. India. Jt sucli ii declino had occurred, gonoval juices in 
tliai country must Ju've ud vauctal, ’svlv rra^ there srcuis to he no doubt thutduriuLf 
tSfi lu.sl- three or lour years, wIumj ilvi r hies been falliug in priet.*, general jtriccs 
ha. a no' a I-aii''.' ’r India, hu.: t ** the contrary, Inive stuncM hat fallen’' 
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extent that any local variation in prices might have, possibly 
taken place. 


14. In order, then, to complete the proof that tliere will ho 
no rise at all in the rupee currency by giving unlimited access to 
the purchase of it for gold at 2s. the rupee, it is only necessary to 
enquire what the former value of the Indian currency really was ; 
which will he found to have been carefully investigated in 
comparison Avith gold, so far as my materials would permit, in 
luy fourth Essay, paragraphs 40 to 61, the result of which tends 
to ])roA’e that the; fact of the standard of gold being fixed at 
lbs.38 14 as. per ounce of -J-Uhs fine, or 2*;. the rupee, instead 
of raising the value of the cmroncy above its former equivalent, 
would, if anything, 1):’ below it, looking to the data supplied 
from the beginning of Ibis century; and equal to it, comparing’ it 
uilh the average of tlie 21) years ending the 31st -March, 1873.* 

lo. Hence the expression ” continually rise,” us-.d by llu' 
“Economist,” jnust be interpreted “rise up to the value of the 
“ new standard rupees wliich if the new stamlard be, as aimve 
^iioivn, on the aAcrage of years, (Uily equal to tlie old, will in 
efi'oel lie no rise at all. As this stateunont may ajtpear to 
uiilitatc against the tenor of the early part of my first Essa\, 
('specially q/aragraph 5, it is necessary to explain that it wasini- 
poftaut to shuAV that the proposed plan for the rectilicatiou of 
the exchange would be quite cirectual, oven if the rupees had 
declined in value; although I expressed, a doubt in the note to 
page 12, and referred to some proof in paragraph 5!) of that 
Essay, that they had. not done so. It was not till arr(.‘r the 1st 
Its.sry was distributed that ample evidence of the unimpaired 
\ alne of tlie rupee was obtained. It may lioalso as well lo point 
imi tliai if any rise did take place, owing to local or tempiw..ry 
cacs. e, ii would be only the restoration of the normal, value 

i f/r Iv -;iv I V .. i !ir;i 
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would be in no degree or 




kind, confiscation, or a rDbbing of 


one party to the advantage oi another. 

10. But it is important to notice the obvious conclusion 
which follows from the above-stated fact, namely, this: that 
monopoly rupees wliich are capable of rising continually cannot 
be a second or double Standard. They are themselves regulated 
by, and if they rose at all, would rise to the one new standard, 
namely, that of gold, and no higher. Hence it is not correct to say 
that the arrangement of the currency proposed by me is a double 
standard of a peculiar sort, for it is not a double standard of 
anv sort, but a single gold standard, regulating' the Indian 
currency ; which may consist of silver and copper tokov coins 
with or without full weight gold coins, and any other description 
of currency. 


17. There is other evidence, also, that the writer in the 
“ Economist” lias not fully appreciated my scheme. He states 
that the “ only motive for tliinking of it is tliat silver is already 
“ alioLit to fall greatly in value.” And agaiu, •' IE silver 
“ should fall enough to make tliis scheme worth thinking of,” 
&.C., &c. 


18. if a reference be made to the latter part of each of the 
tel lowing paragraphs in first Essay, viz., paragraphs 3, 33, 
anil 63, it will be seen that the correction of the present loss and 
injury to trade caused by the cxpi'rienccd fall in the value of 
silver, was by no Tueans the only motive for my proposal, but 
Uie far more important one of jmtting an end to the often 
recurring ruinous fluctuations of exchange between India and 
luuilund, and fixing it immovably for the future * 


The ivriier is prohaldv not aware that Ibis is by no means 
tlio first lime that I liave endi-avonred to persuade the Goveru- 

' l’ A: I, l - ■'■■i > ti v I'HniS. L’ji - -30 , Ill., -ii . IV., i.J 
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meat of India of the great importance of assimUatmg the cur¬ 
rency of the Empire with that of Great Britain, and that on 
more tliaii one occasion, beginning in 1868 , I lia\e lespect u \ 
pressed upon them the necessity of making t Ini change, u-itliout 
which tlie hoary losses and emharrassment so painfully experi¬ 
enced of late, cannot be prevented. 


19. The writer in the “ Economist ” says that to th.e plan, 
Av-hich he describes as follows ; “ That gold should bo coined 
” for anyone who will take it to tlie Mint at a fixed rate (say 
“ 2s. the rupee); that botli rupees and gold should be lega 
“ temler, which everyone must accept, but that, lor the present 
“ at least, no one should bo able to demand gold, there aie 
the gravest ohjections; and be proceeds to mention and 
explain four, which I will deal with seriatim. 


20. In stating his first objection be says 


» A currency of monopoly rows, circulating mucli above then- cost value, i.> 
Bure to cause their forgery. This is as certain as that a high tarifl ^y.ll cuusr 
.,„ug.'lin.r. If silver shouht fall enough to n.akc this scheme worih thmhii.g o , 
l"y ooiuing 1 uixcs in Imlia would bo very great, and wc may doi-ond 
noon it cai.ital would go into the business. Somo of the shrewdest loople in tl.e 
world- -the American producei-s of silver-woiild have an iiiteixtst in managing 
it a.id we may be sure they would manage it. The co-so must not be confounded 
wTli that of a ‘token coinage ’ of silver, such as wo have in tliis couiitiy, i cennso 
onr silver coin.s are only legal tender for small sums, and therefore groat mass, s 
of them are useless. But in the plan supposed, ‘ monopoly couis ’ would be the 
main enrreucy of India, and any (i«antity of them could be got rid of. Imh.v 
,vould seem to have most unusual facilities for the operation, for there aro n.Uiv- 
in whom w. kn..» wl... InW™. 

i, n . id, n.on.t».T a.» d .b.nd'. .nd l,»k™ «l.o d 

.6.1,..t .iLw iii». . 

. ,i.u-.y as one of perpetual use is very g r...:, foi it is m 
diffused iViuid, and fids evil would be tVstoned on Imha for .:va-. 

21. To ibc L’ollowing sbort nii.-vM'r amis givfu iu a 


letter wliicli the Editor of the “ Economist ” did me the 
favoiu* lo publish, in bis issue of the 2ncl December last:— 

la regard to the objection, wliicli relates to forgery and imlawful 

coinage, or importation of foreign-made genuine mpees, I would explain; First, 
that to those who are well acquainted with India, the jjrobability of the coining 
of geiiuiuo niiKJCs on a Uirgc scale in any native state, with a British resident at 

its Court, or tlu; importation of foreign-made coina without the knowledge of tho 
Indian Govomnient, in both cases subject to the danger of conliscation, is well 
known to 1)0 extremely small. Secondly, that this objection would only oporato 

(luring the period of transition from the present to the now system, that is, till 
the legal lender of tho silver coins was restricted ; and, thirdly; that oven BUi>- 
jMjsing the introduction of unlawful coins did take place to a large extent, it w’ould 
do no harm to anyone except depnve the Government of a profit of coinage 
which, if wo assume that a million such coins made their way into the circula¬ 
tion annually, could not at tho outside oxcood j£2/5,000, whereas the saving 
oflcct(jd by the measures proposed would be, at least, two or three millions 
sterling.” 

22. Tbe above might have been extended and made more 
complete, but for tlic necessity for limitiug the demand upon 
file Editor for space in bis valuable journal. It may per¬ 
haps Ijc considered that any fuidher answer nov,', in addition to 
tlic statement regarding the “ forgery of rupees, given in 
paragraph 18 of the second Essay, is not required ; and lAvould 
gladly avoid the risk of wearying the patience of those who 
hoiioiu* these essays by their perusal; but as this objection 
ajipears to bo advanced as one of real importimee, and has been 
aiiopted by others, as well as tho author of tho article in the 
“ Economist,” it appears to me to be very necessary to moot it 
la the fullest manner on every point. 

2:E Before doing so, however, I must draw attiMitioii to 
the fact that, looking forward to tbe futm-e, tlio probable 
cloinand for currency thi’ougliout India will bo at the rate oP 
e to ‘ millions sterling per anno.in {vide Essay •!•, paragraphs 22 
anti 21); a small estimate, if wo bear in mind that tho population 
ti^ 1m. served i ^ quul to that of titc u Uolt' of Europe'Iwcuiy-six 



years ago, * and tliat Inolian trade has, at ])rcsont, con^parati^ oly 
no assistance from cheques, bills, andotlier expedients of credit, 
which in England linve been estimated to effect 97 per cent, of 
the money transactions of the nation.! Of this ,eiO|- millions, 
if we assume that the present value of the Indian curroucy is 
l ie millions sterling, and tliat at the end of forty years it will 
he 500 millions, of’ which threc-liftlis $ will he of gold, it would 
follow that, on an average, millions of gold and two niilhoua 

sterling in value of silver must he added to the ciin-ency 
every year ; and it is very important to observe, in cousidcrimj; 
the effect of unlawful coins on the value of the currency, 
that their effect would ho precisely the same attor they had been 
introduced, us a like number of lawful coins issued fiom the 
Mints. But they would be imports into India, and would lake 
the place of so much bar silver, or under the new system, of 
gold, which would otherwise Jiave boon imported to adjust the 
balance of trade in favour of the Empire. 

24. According to the estimate just given, the first two mil¬ 
lions so introduced in any given year would render unnecessary 
the like additions to the silver currency l)y the Governmeut, and 
deprive them of the protit of coinage. § Afterwards, all fni tlier 
unlawful additions would take the place of gold, wliicli would 
otherwise be brought in by cominorce; and, finally, if tbeamoimt 
of spurious coinage annually exceeded the £10-^ millions roipiircd, , 
the balance of trade would be affected, and the rate of exchange 


♦ Malle Bruii ■& Balbi’s Uuivtjrsal (toograpLy, Edition 1851, i>. 172, 
and the Meiuoranduin on the Cenaii-s of British India, 1871-72, printed 18(5. 

■(• Fide Mr. lloywood’.s luaugurul Adiiros.-> to tlio Sl.ali'-ticid iSovdotj, ..ha 

Noveiiibi'r, 187G. Journal, Vol. 30, i>. Ol'I. 

■[ rr i.lie pro|...rliou of gold be taken at two-!ifil.s, ibc uum ,d ,i,kl iien.- 
«oul-t bo li'.e Mi.d a lial''gold, and five silver. foe. (ifUi, u' mt t« . and IIpi. 
t|n:at'*r.s ;i (I .^t‘Vou iithI tliree liilvcr. 

§ i • I ', ., paiugnipb o.: .^nUly to fnbly. and para. 32 .4 'lii, 


'fcndcred less favourable. Hoav far this is likely, or otherwise, 
the reader must judge for himself. What it is now most 
important to notice is the fact that anything short of the 
millions, supposing that to be the correct average, would 
have no ill effect whatever, except that of depriving the 
Government of the profit of the silver and gold eoinage f, and 
possibly delaying the introduction of coinsol the latter metal. 

25. It is also necessary to premise that, when it is mentioned 
that “there are native states embedded in our territory where 
“ wo hardly know what happens,” it being thereby implied 
that coinage may be carried on without the knowledge of the 
Government of India, many circumstances of importance must 
liave been overlooked. First, the enormous amount of coinage 
iiccessary to produce a really serious evil; secondly, tlie impos¬ 
sibility of executing it in secret. The first point has just been 
exphiined. In regard to the second, it may be well to mention 
that the coinage or actual fabrication of the rupee pieces 
was purposely made as difficult as possible when the 
new rupee was established in 1835, in order to necessitate 
the use of the very best expen.sive machinery. The coins 
could not be executed in large numbers at a cheap rate, so as to 
escape early detection, if inferior machinery were userl; andtlie 
crerdion and use of even a small mbit could not be done in a 
corner. The Mint of Calcutta cost more than two hundred 
thousand pounds sterling, but it was capable of turning out 
wii hin the year ten to twelve millions sterling in value of silver 
coins. A.cheaper mint, as to first cost, might be made to do 
part of the work sufficiently well, but not so economically; 
and oven on a small scale would require Ibe employment of a 
large number of men. In the Madias Mint, capable of turning 
out only one million’s worth of silver coins per annum the 
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workmen constantly employed numbered from 300 to 400, 
Coupling with this the fact that for every million sterling in 
value of coins stamped, there must be more than one bundi’ed 
tons of silver bullion brought into the Mint, and the same 
weight of coins carried away and distributed in circulation, it 
will, I think, be apparent that it would be but a very short 
time before the English officers at the Court of a native 
Rajah would become acquainted with the fact tliat something 
very like coinage was being carried on, 

26. Returning now to the first objection stated by the 
writer in the “ Economist,” it must be obsei’ved that the state¬ 
ment as to the case with which “ any quantity of unlawful coins 
“ could be got rid of,” has not by any means the force which it 
appears to have, owing to an unintentional bias in the author’s 
representations. 

27. It is implied that fraudulent coinage docs not take 
place in England because large masses of coins cannot be got 
rid of, and the temptation is insufiicient; but that in India, 
whore large masses “can be easily got rid of,” the tcmptaliou 
would be in full force. But this argument will not bt.'ar close 
examination. The profit on a smaU mass of unlawful coins 
may not be enough to tempt a large capitalist, .but it may l)c 
quite enough to tempt a small one; and for one large capitalist 
willing to undertake an unlawful business on a large scale, with 
all the risks attending it, there are twenty who would kc 
willing to try a small one. The writer forgets the circum¬ 
stance, that the disposal of a few pounds’ worth of half-crowns 
and shillings, genuine though unlawful, may be entrusted to 
almost any one ; but to get rid of 60 or 100 millions of himiiar 
vnlawfui rupees in India, in exchange for the produce of llu^ 
country, requires the agency of merchants of a high class. And 
when , ■without dwelling upon the immense difficulty of evading 
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officers, by secretly importing Imnclrecls of tons of 
specie, we consider how very soon suspicion would be drawn 
towards a mercantile bouse whose ordinary transactions are 
known to involve no large returns in specie, but which is 
observed to transmit to the interior, week after week, con¬ 
tinually, many lacs of rupees not obtained from the Mint or 
Treasury, it will I think be admitted that it would be as difficult 
to find agents in India to run tlic risk of smuggling .50 or 100 
millions of rupees per annum, as it would be to find agents in 
England to distribute one thousand pounds worth of silver coin 
in the same time. 



28. The smaller sum would yield quite a sufficient tempta¬ 
tion for a certain class of men, but we do not find it attempted, 
even on a small scale. Perhaps the true explanation is, that 
largo dealings require men of substance and character to 
manage them, and such men will not lend themselves to trans- 
actions which, if discovered, would involve not only ruin but 
disgrace. Even smaller dealings fail to tempt men, v'lum a 
small amount of capital as well as character is at stake. 

29. If this were not true, it would be incredible that an 
article for which there is in England an enormous and universal 
demand—an article which may bo manufactured upon any scale 
whatever, with little or no capital compared with the coinage of 
tiic pre(jious metals, which is absolutely incapable of detection 
when once introduced into the market, and the profit connected 
with tlie unlawful ^alo of w'hich, instead of being 10 or 20 per 
cent, would he mor(‘ than 500 cent., has not for ycius past boon 
attempted upon a scale sufficient to attract public atte ntion. 

30. I refer to the manufacture of ardent si>irits, which “the 
shrewdest people ’’—the distillers, not only of America, hut also 
of France, Belgium, Germany, or Italy, would find to be far more 
easy tliau the coinage of rupees or shillings. 




15 

31. Again—if the diflB.culty of disposing of largo masses oi 
coins be the one great hindrance in England, and its suj>posed 
absence in India owing to rupees being legal tender for large 
sums, the inevitable forerunner of profitable broaches of the 
law, it may be fairly asked how it happens that in Prance, where 
the five-franc silver coins possess all the tempting attributes 
of the Indian rupees, and, according to the writer’s view. Targe 
masses of illicit coins would Ido as easily got rid of as in India, 
they being legal tender for the largest amounts; where the 
people are as shrewd and clever as any in the world, wlicre 
there is abundance of good machinery and. every appliance 
suitable for coinage already in actual use, not to mention that 
of Germany, Belgium, or England, within 24 hours reach, 
instead of, as in India, the comparatively total absence of such 
machinery and appliances, and none procurable within G,0(10 
miles—bow does it happen, I would say, that in spite of these 
tolling disadvantages and risks, far beyond those of India, the 
Prench silver currency has I’cmained without a hint, as far as is 
known, of either smuggling from abroad, or unlawful coinage 
at home. 

32. I have already explained in my letter quoted above 
(para. 21, 3rdly), that even if the unlawful coins were introduced 
into India, they would do but slight harm.* I may add that if, 
iiistoad of the one million I have mentioned, even ten millions 
were smuggled into the currency per annum, they need not 
retard the measure in any degree whatever, nor postpone the 
final settlement of theijurrcncy.by the sufficiency of the propoi- 
tion of gold coins, for a single year. 

33. Prom the above considerations I venture to draw tbt 
conclusion that, even if the price of silver were to fall 20 pci 
cent, below its normal value in relation to gold, there is not ibc 




* Vi'.U Essay IV,, page 12— 





T6 


ca/tiso for apprcliciisiou tlia,t thoro would bo uny serious 
iiTiportation. into India of unlawful coins. As Cor their being 
manufactured in the country, the supposition that a vast esta¬ 
blishment like a Mint for the coinage of the precious metals, even 
on a small scale, could be established and worked in any part of 
India without the knowledge of the Government, is not more 
worthy of attention than the suggestion of .a foreigner would 
be who should confidently predict tliat the high duty on spirits 
would certainly lead to the establishment of illegal distilleries 
for the supply of the English market in the Highlands of 
Scotland or on the Surrey Hills. 




34. The above remarks apply to the arguments as they 
have been stated in detail; but there is a further conclusive 
answer to be made to the objection, namely this: that if the 
whohi of the arrangements proposed by me had been fully con¬ 
sidered, the objection as to unlawful coinage and smuggling 
would have no “ locus standi,” indeed, no existence at all. If 
it be true, as I have stated, that by the process of “ dis-rating ” 
the present coins* (not the c?;rm/cy),all tcm])tations to unlawful 
coinage would be annihilated, that fact turns the flank of the 
supposed objection, and the objector must needs level his 
weapons against this new foe. 

35. It is not at all likely, however, that tliis last-mentioned 
proposal would ever need to be called into requisition, because 
the writer in the “ Economist ” himself, in this very article, 
quoted hereafter in paragraph 75; written, it must be observed, 
before the h*.te recovery in the price of silver, expresses the 
opinion that “ the predominating probability seems at present 
to be ” that silver will not bo permanently excessively depre¬ 
ciated; and without this, the “ dis-rating ” of the coins would 
not be in the least degree necessary. 


* Vid‘> EHHtiy IV., pava 38. 
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.S6. Having, therefore, a simple, sufficient, and perfect* 
remedy for the prohahle evil consequences of a moderate per¬ 
manent depreciation of silver and fluctuation of the Exchange, 
and an absolute and final remedy in the event of any further 
unexpected greater fall,f I trust T. may be held to ho. reason ably 
justified in tlie hope that tlie objection to my plans on the score 
of unlawful coinage, in or out of India, will be for the future 
dismissed from consideration. 

37. The following is the description given by the writer 
in the “ Economist” of the second “ gravest objection ” to my 
proposal:— 

“ Secoiitlly—The confusion in tni'Ic it wouhl c.iiise would be extrciiio. 
Suppose it were now enacted that no more rupees should be coined, and that gold 
should be coined at 2s. the rupee, the ex[»oi't trade now stimulated by the low 
cxchaiigo would be stopped, for the exchtinge would gradually vise; nor, for a 
time, at least, would the imptjrt trade into India (hid a correspcjiding gain, for a 
great uncertainty would be produced, in which no now busine.ss would be created 
thougli old business would bo stopped.” 

38. This objection I briefly anawered as follows': — 

“ The second objection is that extreme coufttsiou would be caused by my 
propo.sal. In rcferonco to this, I must ask you to consider whetliev there has not 
been througbout this year the confusion you refer tol Whether it is likely joiy 
measures would make matters mucb woi'se? On the other hand, I claim h»r my 
pro[>osals5, not only tliat they will not add to the confusion already existing, but 
:]iat when they have boon cturied out, when the exchanges have risen to, ami are 
linally f ettled at, within a fraction of 2s. the rupee, all confusion and iincui-taiiit v 
will be at an end. 1 am sure you will readdy allow that when tlie tuluo of the 
rupee currency has been steadily fixed by gold at 2s. the rupee, no fluctuation in 
the London oxcliauge, beyond the cost of sh’iiping gold either way, can f .iko 
plao(\” 

* See the last paragiuph of my letter to the Editor of the “ RcouoniiHt” Iii* 
of Dcceiiibor 2iid, 187G—quoted in paragraph 02 uf ihis La»iy, ol‘ which 
HCC ah o paragraphs 03 iiiul S8. 

1 7'/(/c ^=magi-:.->h 31. 
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k. 

As tlie mtiia point in the second objection was the 
confusion and uncertainty to be produced l)y iny plans, it was 
thought sufficient to point out that instead of producing the 
dreaded evil, the very opposite would he its effect. Upon Avell 
established principles it is incontestable that the exchange 
between two countries having the same metallic standard of 
value, cannot vary more than the cost of shipping specie from 
one country to the other; and this between England and India 
amounts to one per cent., or a farthing in the rupee. I have 
shown in paragraph 18 of the Appendix to Essay I., and also in 
paragraph 8 of Essay IV., that for delivery in India, the cost and 
value of gold arc the same if not less than in London; so that the 
fluctuations of the exchange, if there were the same standard 
in both countries, would usually take place between 2s. at one 
time and Is. llfd. at another, and could not exceed the 
diffcroncc, including interest, of |ths of a penny in the rupee 
cither way. 

10. But that such a state of things is very different indeed 
from what exists at present, will he clearly seen by the annexed 
diagram, jN^o. 1 in the Appendix, w'hich illustrates the actual 
variations of the rate of exchange bet ween England and India, 
and its great depression below the normal rate of 2s. during 
the year 1870, taken from the reports made in the columns of 
the “Economist” from time to time, as contrasted with a 
similar line drawm upon the same scale, showing the ritmost 
departure of the exchange from the normal rate which would 
he possible at anytime if my proposals were ado])ted, and 1 he 
currency of India were regulated by gold; in other wwds, if 
the same standard of value w^ero applicable to both countries. 

41. Diagram No. 2 shows tho value of the rupee in pence 
('iiiing the present century from 1800 to 1B77, to illustrate 
fh.' t'cuuuks made in ])ar:igraphs 10 to 61 of the Itli Essay. 
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Diagram No. 3 shows the variations in the price of har silver 
during the year 1870, and illustrates its inconvenience as a 
standard for India. Perhaps it may he said in apology for it, 1st, 
that the year has been an exceptional one, which is no doubt true, 
and 2ndly, that the diagrams only show the variations of silver 
in respect to gold, and therefore do not necessarily indicate so 
great a fluctuation in regard to commodities. 

42. Butinregard to thefirst apologyitmust be observed that, 
although the year 1870 was a disastrous example of the Oiflicul- 
ties connected with a silver standard in India, similar dopartui'es 
from the normal rate, though not so frequent and sudden, liavo 
occurred throughout all the century, as shown by Diagram No. 2; 
and the following quotation from the “Economist,” under date 
the 28th October last, speaking of the gold price of silver, tends 
to show that such fluctuations arc likely to he more probable in 
the future than they have hitherto been. 

“ The gold price of silver 1ms now been affected in the same v/ay as the gold 
“ price of other commodities for the first time, because it has now been fi>r the 
“ first time a comnuxlity in the sumo position as other commodities.- Foi iiv rly, 
“ the existence of a ‘ double standard’ in various important oouiiti-ies took ofl 
» from the market part of any suddeu extra supply of gold or silver, rcplacctl it l\v 
" in equal supply of the other, and so equalised the price. But now that the 
” ^equilibrating apparatus’ has been withdiiiwu, the price of silvei in gohl upon 
“ tho Ijondon market will be affected by the causes which pi-oduce cycles of pi i.’e, 

“ just like an)rthing else.” 

43. In regard to4be second explanation it must ho remarked 
that it is the variation in respect to gold that is all important to 
the commerce of India. It is tlie fact of having two fluctunting 
standards to regulate our va.st and increasing transactions Avln’eli 
onuses all the mischief and ruin to commerce ; and it is tlie in. 
calcnlahle variations in the exchange, consoques 4 on ll ' con- 
(Murciit or diverse moA'eraents of tho two mct’!=, wldoli 
cutifv'Uid all calculution.s and mock all provision. 


M. The remarks above made, and the illustrations given, 
will probably be sufficient on the subject of uncertainty and 
confusion ; but it may be necessary to make a few observations 
regarding the statement that the export trade of India would 
be stopped, and the import trade not improved, in consequence 
of the rise in the exchange which would ensue; because, unless 
the question be thoroughly explained, some apprehension might 
remain in the minds of those who would hail with gladness the 
increased exports, as facilitating the necessary withdrawal oF 
funds from India for the homo expenses of the Government. 

45. It is quite true that the measures proposed by me 
would, under the direction of the Government of India, cause 
the exchanges to rise, and tliereby diminish the extra abnormal 
stimulus which lias lately affected the export trade from that 
country. It Avould at the very same time remoA'e the abnormal 
uepression from the import trade, produced by the same cause 
for the AATiter’s argument against this, founded on uncertainty, 
is obviously incoi’rect if, instead of uncertainty, certainty is pro¬ 
duced. Both trades would return to their former normal and 
healthy conditions, tiie exchanges would at first be invariable, 
till after ample notice, and would in the end bo unalterably fixed 
at tlioir former and proper average; and commerce, undisturbed 
by he alarms and perils of a constantly varying relation of 
va i.; between the Indian cuiTcncy and those of Europe, would 
continue to grow, as it has hithcido done, by the natural opera¬ 
tion of th.“ ( ulightoned measures adopted foi* its dovelopnn'nt. 

4G. It aiipcars to have been overlooked by the writer w'ho 
ohjocls to my proposals, ou the ground that the exchanges 

* Till following ia nn extract from an articlo on “ Bi-inotaliiim, ’ in the 
<■ > 41 ” of Del inUr 30lb, laTC“ And asv.e huvo also ol'U i, sbowii, 

llioiigli . In; t)-idc t 1 ] :..i; = is inii)odca by a fall of "dv'T, our tiud<-/«,w ludiu- ..ur 
i.iiports n -111 dn 1 ..K Thf.scsn.c cause which tends to iiupau- tlic 

<>, •, Iriid!; '■ ( laily an l lu ccHs.o iiv O', add to tin- olher.” 
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would rise, and put a stop to tlie exports from India, that from 
the moment the free coinage of rupees in India was suspended 
until the rate of exchange had risen to 2s. the rupee, it Avould 
he entirely under the control of the Goyernment of India; 
whereas, in the absence of that restriction, and as long as the 
coinage of rupees is uncontrolled, the exchange is subject to 
all the fluctuations from which so much uncertainty and con¬ 
fusion have already been experienced. If the coinage of ru])ees 
had been stopped in August last, when the rate was Is. 7d. per 
rupee, it would have been open to the Secretary of State—had 
he thought it desirable to keep up the unnatural stimulus of 
the export trade—to have published his determination to sell 
bills to all comers at Is. 7d. the rupee, or any other rate, for the 
ensuing three months, or longer; and whatever rate he fixed 
would have continued without the slightest variation till ho 
saw reason to make a change, giving ample notice to merchants. 

47. On the other hand, for w^ant of any power of control, 
the rate has of itself rapidly risen toAvards its former and proiier 
position, carrying with it all the mischief the Avritcr erroneously 
attributed to my scheme; and, as regai’ds certainty, it Avould 
have been impossible until very recently, Avhen the probable 
necessity for a large Indian loan has become apparent, for any 
one to say Avbat the value of the rupee iu English money would 

ho at the end of six months, or to give oven an approximate '• 
guess on the subject with any degree of certainty u hatevor. 

48. On the score therefore of uncertainty and coivfn.sion, 

I trust that it may be not unwillingly allowed that, even if 
there ho no respect in which my jiropo.sals may he tiiought 
worthy of notice, they will, at the least, not be coudomned on 
account of their occasioning injury to trade by doubts about the 
rate of exch.ange. 

iO The third objection of the “ Ecoiiouiist ” is staled in 
ihe following terms 


“ Tliirdly—this would deprive India of the great advantage she will gain, if 
the present state of things continue, as the entrejjot through wliich silver is intro¬ 
duced into the East. This is always the effect of a lowered value of the cuiTency- 
inetals. The first persojis wdio get them from the mines gain much ; those wdio 
buy them from the mining people gain much too ] and so on until the deprecia¬ 
tion is effected. In the case of India, the importation of silver will gradually 
raise silv’er prices; this will bring imports into India from other countries wliere 
they Iiave not risen. For vciy many yeais England has in this way deiived tlio 
greatest advantage from being the first country to wliich the Australian gold 'was 
sent, and from \vhicli it was dififused. The Indian Finance Minister is no doubt 
troubled by the fall of silver, because ho has to buy gold in London, but India 
itself will probably be benefitted by it, for it would give her an easy money 
market, and an extending trade for expoi*ts and impoi*ts, which the suggested 
scheme w ould spoil.” 

60. And the following is my brief reply :— 

In regard to tlio third objection, namely, the loss to India of the great 
advantage of being the entrepot through which silver'Nvould be introduced into the 
E ist, 1 ho]Ht you will permit mo to remind you that there is nothing in my ])lan3 
to prevent India becoming this entrepot in the ordinary coui'se of trade j and that 
it is not necessary it should do sb by the process of flooding the currency, 

])nces, and attracting imports. Were India possessed of the silver mines, she 
would attract imports in exchange for the metal; but not having them, she can 
ouly procure it by sending exports to pay for it, and give it away again in cx- 
cJiango for imports. This is ordlnaiy Commerce. 

ill. In regard to flooding the currency and raising prices, it would appear 
that this could not take place to more than a very trifling extent; otherwise we 
should liave to ussunie that during the slow process of raising prices, silver frojn 
the luiiies was seeking the markets where prices are higher, or in other words, 
where it exehunges for fewer commodities, and passing by or avoiding othci's 
where it W’ould exchanges for more. In regard fco India, the owncra of the silver 
.t»ot only do tliis, but if they allow it to be coined, they must submit Lo a 
tiix of ii'l per cent, wliich w'ould be lost on expoidation. 

C2. For tlie.se reasons I ho])e you will allow that by far the gi-eater piirt of 
any silver pi^.ssing via India to the East would not enter the currency, but ho 
d; dt with in the oiJinaiy course of trade; and, as I have said, my plans w’ould 
not in tho Icuil inUalcie with the ordinary trade in silver, but \vould add 
thereto iuipoilunt LinuRactions in gold.^’ 







53. To tliis it appears to mo rinnecessary to add more than 
an explanation, that -when it, is said that the raising of prices 
could not take place to more than a trifling extent, the rise of 
prices spoken of is, as indeed the argument requires, not the 
absolute, but the relative rise in comparison with other 
countries. The point insisted upon is that the precious metals 
diffuse themselves pretty equally over all countries, and that 
the owners of the silver will not send it to any country Avhcrc 
it exchanges for a smaller value of commodities, that is, where 
prices are higher, when there are other countries ready to give 
more for it. Had it been possible tliat, ow'ing to the fail in 
silvei", prices in India liad generally risen, while they remained 
stationary in other silver standard countries, the result ^vould 
have been that the exchanges would have tni’iicd against her, 
and the surplus metal w'ould have been exported. As it is, 
however, it is generally allowed that no such general rise has 
taken place, and tlie great object to bo aimed at at present is to 
provide a remedy against the monstrous defect of a different 
standard of value in India from England and Europe—the 
consequent fluctuations in the exchange, and all the disastrous 
losses and disturbance occasioned by them. 

5di. As stated in my first essay, paragraph 3, “ it is not 
“ merely the confusion and detriment to trade at present 
“ experienced, but the inherent mischief of an arrangement 
Avhich subjects the enormous apd daily increasing commeroo 
“ of England and India to constant vicissitudes in the prices of 
“ the two metals oonstituting their respective standards of 
“ value; and the incessant liability to the embarrassment of all 
“ contracts connected therewith.” 

55. Eor the present I will merely add my hope that it will 
be admitted that my proposals are not exposed to the Icai^l 
olVl*''Ctien on the score of depriving India of any ad\ antages as 
an entrepot for the distribution of the precious metals, fr^dver 





may be imported and exported without the slightest obstacle or 
hindrance so far as my proposals are concerned; but it will not 
enter the currency and forfeit 2 per cent, for doing so, if “ the 
shrewdest people in the world, the American producers of 
silver,” or any other owners, know what they are about in dis¬ 
posing of it. 

56. Fourth objection.—The fourtli and last objection of 
the writer in the “ Economist ” is stated as follows :— 

‘^Fourtlily—Tlie cuiTency so introduced would be a veiy Lad one. There 
would bo one currency fit for foreign payments—the gold—and another not so fit. 
Tlie ‘ monopoly coins * would be un export able, and so, when aiiyone wanted to 
make a foreign payment, he would have to get gold which, as a rule, would make 
gold at a premium. The ell’ect would be just like that of a plan, often discussed 
ibrmorly in England, viz., making the notes issued on secuiitics by the Bank of 
England (tho Xlfi,000,OOQ) inconvertible—the rest remaining convertible. TJio 
monopoly rupees would be of limited number and artificial value, just like the 
security, or Govt*. 1 notes, we used to discuss, and tlicir effect would be exactly 
wli.it Loril Overstono pmlicted in 1857 in his evidence on the Bank Acts: ‘Our 
affairs v^ould then go on vmy much in the way that^a man would walk with one 
of his legs six inches shoiTer than the other. One set of notes would circulate at 
a d(?preciation compared with the other set of notes; hence groat inconvenience 
and confusion would ai'iso.^ ’’ 

57. 4050. Wliat would be the effect of it ?—The effect would be that you 
w'o\ild have paper money of two different characters in the country, not of 

valent value; not cii’culating indiscriminately each for all purpo.scs, but some 
UHcfnl lor one purpose and some useful for the other, and that tliere would 
lj(t inlolrrable eonlusioii. A man would liave GovcTunient notes, and he w^oiild 
[n-e.sent tlieru to another man in ))nyment; that man would say : “ I do not 

Govrjiimejit notes; I want to make a leniittanco abroad ; T cannot get 
hull ion for tho:.e Government note.s; I w'ill not take them.’* 

58. 4051. Art" they both to be a legal tendi'i* ? —They would hotli bo a legal 
louder as far as the Government is concemed, but the Government note Would 
not he a legal O.mder between indivi«liials. Then what is that individual to dc^ V 
The other man . uys to him : “You must go and get me the other notes ; eitln-l* 
you or I rcust pay a premium for them.” 

59. \viiai w'ould be the harm of that I—The harm w^ould be enonuuus 

injubtice 'od ir: vh*r rbh; c.oiif ifeioli. 
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60. In the plan now sng^sfced—monopoly coins being compulsory tender - . 
gold not being demaiidable—=-it would be settled which party should pay tlic 
‘‘premium.” Everybody .would be obliged to take the purely domestic medium 
of exchange, and to buy with it the medium which is also of foreign use. But 
in other respects the evil would bo exactly what Eord Ovei'stone describes. Theie 
would bo two cuiToncies in the country with different values, and prices in one 
would, as far as the discrepancy went, be different from those in the other. 


61. For a short time, and during a period of transition, we can quite imagine 
that this inconvenience might be endured. But the present plan is by its essence 
a , permanent plan—a plan for making a currency for India for all time j and then 
an inherent defect of great magnitude such as this becomes a most grave objec¬ 
tion. As Ix)rd Overstone said of the old plan—“ Then, you would have a certain 
j)ropoi^on of the monet.^ry system of the country circuhitimg at a discount; I 
cannot conceive a gi*eater state of monetary disorganisation than that.” 


G2. To this argument the following short answer was given 
in my letter above referred to:— 

“ In regard to the fourth objection, I would explain, that when -my ]danB 
arc cairied out, the new cun’ency will be identical in principle with that of It rent 
Britain, Even dining the transition it would be not inferior to it after the f x- 
chivngc had risen to 23, the laipee, because India having a debt ot 20 million i 
sterling per annum due to her in gold, can have no difficulty in diseliorging any 
foreign liability at “ par.” Li^rd Overstone's evidence applies to quite a ditleiCJit 
question, and is therefore inapplicable to my proposal.*' 


G3. Although this answer is, I trust, quite sufficient to 
meet the objection, it- may nevertheless be dcsu’able to a;id a 
few words of further explanation. In the first place it will bo 
evident that wlien the proposed arrangement is being con¬ 
demned on account of an inherent defect of gi'cat magnitude 
applicable to it as a* “ iHjrraanent plan ”—a “ cun-ency for all 
time” it would be proper only to charge against it the defects 
belonging to it wlnyt so established, as a currency for all time ; 
and then, as I have stated, it would be precisely the saun' as 
that of frroat Britain, which is admitted on all bands to be. ab¬ 
solutely free from the evil I'et'crrod to. Hence, speaking ui; llic 




pi'oposed curi’cncy £is an established system, the objections wbieh 
liave been stated could be no more urged against it than against 
our British system of crirrency, with which it would be identical; 
and even before its final establishment, if attention be paid to the 
peculiar circumstances of India, it will, I thinlc, be clearly seen 
that the inconvenience and difficulties which might occur else¬ 
where would have absolutely no existence there. 

64. The complaint made is that there would be two curren¬ 
cies of dififerent values, and “ when any one wanted to make a. 
foreign payment he would have to get gold, Avhich as a rule, 
would make gold at a premium,” so that there would bo confu¬ 
sion of prices, &c., &c. 

65. This complaint, owing to the special circumstances 
which I will now mention, is wwong in both its statements, viz.: 
1st, it is not true that if a merchant in Imlia wished to make 
a foreign payment he would “have to get gold;” and 2ndly,, 
after the establishment of the currency the gold coins would 
dominate prices, and it would he impossible for them to be at 
a premium any more than sovereigns in England. Even be¬ 
fore the establishment of the gold currency in abundance, the 
necessity to procure gold for foreign payments would not cause 
it to be “ at a premium.” 

(56. Before proceeding to show this, however, I must obviate 
the charge of inconsistency wliicb might otherwise appijar t(i 
attach to these statements as compared with one made in Essay 
IMo. 1, paragraph 14, that “whenever specie remittances abroad 
were necfissary, gold would leave India, and on that account 
the “ coins would at first command an agio or batta. 

67, Ilcre the “ at fii'st ” means before the universal supply 
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of an abundance of gold coins, and as regards gold bullion, tlie 
settlement of the exchange at 2s. the rupee. Before the rise of 
the exchange, gold coins equal in value with sovereigns, and 
representing 10 rupees, could not be brought into the market, 
except as curiosities or fancy pieces; because the natural price 
of a gold piece identical in value Avith a sovereign must neces¬ 
sarily be above ten rupees, when the exchange is below 2s. the 
rupee; and such gold pieces would not be coined at all in 
India, except to secure a higher price than 10 rupees, which 
higher price would be called a premium in reference to the pro¬ 
posed establishment of the rupee ns x*i)th of a sovereign, hut 
Avould be, in reality, its legitimate and proper price at the lo\\ cr 
rate of exchange. 


G8. Again, the duration of this “ at first” in regard to the 
rate of exchange would be entirely dependent upon the will of 
the Secretary of State, and might, if he thought it expedient 
be reduced to nothing * (vide Essay IV., paragraph 10), conse¬ 
quently, its continuance for a short time from motives of policy, 
and any fancied inconvenience occasioned thereby, cannot be 
alleged as an essential and necessary objection, however small, 
to tlie proposed ari’angements. 

09. Moreover, the condition mentioned in Essay I., ptira- 
gnipii 14, “ whenever specie i*emittancos abroad Avere necessary ” 


* In niy 4tli Essiiy, pamgraphs 10 and 33, it is mentioned as pra<.ticii')li' i t 
ouco to raise tlie rate of cscliange to nearly 2s. tLo rupee. This roijuircs a lilil.i 
cxplaualiou. Under ordiuaiy cii’cumstances tlie Leavy drafts from luiliii hy rlu- 
Becretiuy of State, if continued iidth steady unif.irmity, do not di-viiuh the 
excliango, whicli with a gold standard, would adjust itself to any mte not i .'H i i d - 
iiig 2s. tL. riijieo. But if .* material change, took place suddenly in tho wln'lo 
amount dniwu, the rate of exchange would be for the tbiio affected, hoLug iii- 
crer-sed towards 2f>. if the drafts were dimir-ished, and lowered in tlie contiury 
: V' nt 


would, as a rule, have no application, if, as will be shown ])rc- 
sently, gold for export is never required {vide Essay I., para- 
graph 39) though, as an exception, it might apply if the whole 
balance of trade were against the empire. 


70. To return then to the first statement noticed above in 
paragraph 65, it appears by Lord George Hamilton’s speech in 
the House of Commons on the llth August, 1876, that India has 
from 17 to 20 millions worth of gold annually payable to her 
in England. Hence, a debtor wishing to pay a foreign claim, 
docs not “have to get gold” at all, but purchases from his 
neighbour a bill for part of the 20 millions, and therewith pays 
his debt. In regard to the second statement, it will be seen by 
reference to the particulars mentioned in my 4th Essay para¬ 
graph 8, that whenever gold is required in India for export, or 
otherwise, it may he delivered there for a trifle even less than 
its actual value in England ; and, ^A'hen the rate of exchange 
is at 2s. the rupee, gold might be had in any amount, not only 
without any premium, but possibly at a small discount below 

the mint price. 

71. It is true that while the gold coins are scarce, persons 
who wished to have them as a matter of curiosity or fancy, 
Avould have to pay for them; but they would not be necessary 
to anyone, because his legal payments would be made in the 
abundant silver coins; and it would be as absurd fer him to 
c.onqd.un that coins he Avas not under any necessity to possess 
iM.t miirlit purchase or not as he ph ased, were sahnWe at a 
preiuiura. as to object to medals being sold at a price beyond 

their metallic value. 


72. As to apiflyiug to the proposed arrangements, even 
Ijoforo the abundanoe of gold coins, Loid Overstone’s objection 
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to the mixed circulation of convertible and inconvertible notes 
a very little reflection will show that, under the circumstances, 
it does not at all apply. Gold coins cannot become part of the 
regular currency, so as to affect prices, till they are made by 
law dcmandaldc, for no man would price his goods in a currency 
be could not demand. This objection was never experienced, or 
even thought of, previous to 1835, when the gold mobur.s were 
legal tender, but not demandable ;* and in the same way re¬ 
garding the proposed new gold coins, until they Averc made 
legally demandable, although .they might command a premium, 
it'^would be incorrect to say the rupee currency Avas at a 
discount. 


73. According to my proposed arrangement, aa’Iicu fully 
established, gold coins could not generally enter the Indian 
currency unless they vA'ere of the same A'alue in exchange as the 
rupees procurable by bills, because if they cost more, it would 
he a loss to make use of them, and if they cost less the rate 
would be loAvered to compete against them; for with 170 to 200 
millions of these rupees to be disposed of in bills amiually, it 
would be absolutely necessary to secure a market. 

74. It may be as well now to point out how entirely the 
homogencousness of the ciu-rency will, in India, be goverjiod by 
the rate of exchange, and its supply in eitlier one or both of the 
metals bo automatic, and self-adjusted to the Avants ol trade, 


* It lias Itcen pointed out by a friend that there is a slight im oouracy m 
n.y note to pava. 13 of my first Essay, page 9, as it is made to appear that gold 

mohnrs wore legal tender for IT. rupees, not demandable, subaofpioul to 18o.... 
^'ot having the Act to x-efer to, I had forgotten that this privilege of thf gold 
curreaev, whieh exisU-d previously, as sbded hy the late James T'riu. ep (Usorul 
Tables, page 1), was abolish, d by it : but that circumsianeo do.not m tmy way 
tiffrct the .aigiiniout with whu !) it was eonnocted. 
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and tliis explanation will meet tlic remarks contained in the 
latter part of the article now under reply, which runs as 
follows :— 


75. ‘‘JSTo doubt it is said the Indian Government may ^ regulate' the 
currency ; that it may withdraw rupees from circulation ; that it may add to the 
gold in circulation, and so equalise the value of rupees and gold. But to succeed 
in such an attempt, the Indian Government would want to know tlic amount of 
ciiiTcncy required for foreign payments, which is that which causes the difference 
between silver and gold ; and this they never could know. And American ex- 
pi.aience of ^ gold sales' and greenback withdi'awals is a gi’eat warning against 
giving any government the power of arranging the cuiTency. It is sure to injure 
tlie good repute if not the real good faith of the Government (for it necessarily 
creates pccmiiary secrets of gi'cat value), and nevertheless it is not at all sure to 
attain its end, and to equalise as it is intended the two kinds of ciiiTency. For 
tlu‘150 reasons, we cannot think that the suggested plan for a new Indian currency 
would be a good one, even if it could be shown that silver was sure to be per- 
nmocntly excessively dopreciiited. And as the prepondeinting j^robability seems 
at 2 )resont to be, that it wdl not bo so depreciated, we are still more of opinion 
that it woidd be unwise to begin a policy on the face of it, and almost admittedly, 
so anomalous.’^ 

76. When the circumstances of the Indian trade and cur¬ 
rency are explained, it will be seen at a glance how wholly 
inapplicable these remarks are to the proposed plan. It is not 
intended that the Gov^ernment should “ withdraw rupees from 
“circulation” at all, or “add gold to it,” olheiwiso tlian by 
the ordinary automatic operations of commerce. 

77. It has been before c-Kidained (Essay III., paras, t and 
5 ; Essay IV., 10 and 33), that Avlicn the coinage of rupees by 
individuals is suspended, and tb© currency is procurable only 
by gold or bills, it will rest with the Government of India to 
lix the rate at wliicJi bills shall be drawn; and if the Secretary 
of State issues 1)ills at a lower rate tlian i's. the rupee to all 
aj»)>li'.ants, the ellect upon trade and the ciuToncy will ho pro- 
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ciscly tlic same as if, nothing having been done, the given rate 
of exchange had been arrived at in consequence of other cir- 
cuinstanees, and had become permanent. The rate fixed being 
short of 2s. the rupee, exactly the same amount of silver bul¬ 
lion would be sent out to India and added to the currency as 
■would be the case under existing circumstances at that rate; 
the only difference would be that it "would be sent by the Se¬ 
cretary of State instead of by the merchants—who would take 
bills instead — and coined by the Government of India. The 
' quantity so sent out would be regulated strictly as at present 
l)y the balance of trade, and the amount of funds requisite for 
the. Indian Home expenses. 

78. We have before seen (Essay IV., para. 8), that when a 
telegraphic transfer of English money can be had in Calcutta 
or Bombay at the rate of 2s. the rupee, it would be more profit¬ 
able for a merchant or banker having gold at Galle, on its way 
from Australia to England, to send it to either of those poits 
for sale at the Mint price of 38 rupees 11 as per standard ounce, 
that is 2s. worth of gold for a rupee, than to carry it on to 
England; and it Avill be found by calculation that if the rate of 
discount in London were even as high as 10 per cent, it would 
not bo worth while to send gold to India to he exchanged for 
bills, when the rate for telegraphic transfer was below Is. llld.;* 

* An ounce of gold sent from Ualle to England viil Bi-indi.si, -would rcaeli 
London in 22 days, and sell for 933d. TLo same sent to Bombay wouki un-ivc 
in less than 4 days, and if sold there for 38 rupees 14 anmw, uud the luoduee 
exchanged for a telegniphic transfer on London fit the rate Is. ll jd. {xa- i-upci-, 
(lie rcsidt would he the payment in London of y2S1406d., eighteen days t''fo.-o 
thogold sent via Brindisi would bo availabk. Tlio didVrcuce of 4-850 id. by 
.ivkiJ. The produce of tJie ti-arisfer is less than that of ll.o gold, would not Itc made 
jjood by d;.' ei^kt -n days’ iito-rest, unless the rtth: were lOi pi i cent ()0 -.'h;3‘'). 
,Vl all Ijiglif-f mb-s tin- ir.ansfci would bo preferable, md icekoniug i-'iy commi..- 
..io , r-Tid nr idl -aks below i0-5(>:]t> j)cr ccut. ti. tm-.i.siui.s.sion of ibo gold tadlifn 
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and it hence follows that if the Secretary of St!^,te were to fix 
the rate of exchange at Is. ll|d. or less, little or no gold would 
be taken to the Indian Mints for currency purposes, altliough 
the standard were changed, and the Mints freely open to receive 
it.* Trade and commerce would be carried on precisely in the 
same way as at present, with the very great and important 
advantage of a permanently fixed and reliable rate of ex¬ 
change. 

79. The Government of India would only “ regulate” the 
currency by keeping the rate of exchange below 23. the rupee, 
cn’ otherwise, in the sense of determining Avhctlicr silver or gold 
should bo brought into it; the wants of commerce alone would 
decide as to the amount and value of the additions to be made. 
There would be no necessity for tbe Government to “ Avant to 
“ know the amount of currency required for foreign payuAcnts.” 
They would haAC not the slightest interest in the matter. 

80. When parties object to the suspension of the coinage 
of rupees as an evil of the gravest magnitude, they make 
the great mistake of forgetting that it is not tlic suspon- 



to London would be more profitable than its sale in India and transfer at Is. ll^d. 
per nipeo. If the lYite of exchange and transfer were Is. ll]^d., it w'oukl ]iay 
to scud tbe gold India when the interest of money in London was more tbnu 
5*281 per cent. At 2s. the rupee there is a clear profit of the cigliteeu days 
intere.st, at whatever mte itmy prevail. 

* Although no gold would be bronglit to the !Mmvs for ordinary ciirn ncy 
uso, thei-o might, nevertlieless, be a considerable quantity brought for coinage on 
other groiirids. India impoi*ts more than four millions sterling of gold annually for 
hoarding and ornanicnts, and it is not unlikely that part of this and of the immense 
] oiird already iu India, wonhl be In-ought to the Mint, the charge being so 
h.A a:- ; pm- ticnt. plus refimtge. Gold ::iight nlfti be coined at first for sale iu 
tho bu/.aars, if tln^ coins eoinmaiided a sufficient ^*agio.’^ 


l 


33 




sioii of the coining of rupees, but only of tlie ad lihihun coinage 
by private individuals. It is proposed that, instead of the 
public being permitted to coin tbe currency, of every accidental 
shade of value, the Government should do it for them, and 
tipon tlieiT reqxiisition^ at one uniform and invariable standard, 
as compared Tvith the currencies of England and Europe, and 
one comparatively uniform rate of exchange, which, if thought 
expedient, might for a time be kept at 1. ll^d. ])er rupee, or 
less, and hereafter advanced so as to permit the gradual intro- 
duction of gold coins. 

81. If instead of this, as I venture to think preferably, the 
rate were now fixed at 2s. the rupee, gold would be gradually 
brought into the curreney, whenever and to the extent that it 
was found by commerce necessary or expedient. ]?or an unfet¬ 
tered option would be given to every one to obtain gold coins 
stamped from metal taken by himself to the Mint; oi, if he 
pi’cfcrred it, silver coins delivered to him at the Govei’ninent 
Treasury in exchange for hills purohasod at tlic same cost and 
remitted from London; a corresponding amount of rupees 
being afterwards manufactured and poured into the cuncnc} 
by the Government. 


82. Supposing that this were not enough, and that at any 
time in the opinion of the Government of India it hecaine 
desirable further to increase the bulk of tho silver coins, it would 
ho only necessary to ^ell hills at a lower rate of exchange for 
a time, and the influx of gold would be stopped and silver take 
its place. In this way, and in this only, would the curreney he 
“regulated” by the Government; and although the power 
would thus be lodged in its hands to give an exceptional diicc- 
tion and influence to the action of trade on the currc'ney. Act 
Avc may, I tiiink, be justified in believing that such inti'rh ivneo 


wovikl be but soUloni required. If Jiierchunts and banks have 
the free privilege of supplying either kind of currency oii 
exactly equal terms, we may ^safely conclude that their own 
interests will prompt them to supply that section of it which is 
most in accordance with tlie necessary requirements of the 
public. 

83. The proposed measures would be introduced without 
the sliglitcst remark or excitement; for except in so far as the 
necessary publication of the gold standard would make it known, 
the change Avould take place quite insensibly, and be generally 
unobserved by the great mass of the people, till it began to 
manifest itself by slow degrees, the gold coins creeping into use 
more and more, as the convenimicc of trade and the increasing 
])ros 2 >erity of the community rendered them convenient and 
n(;cossary. in the end, when a sufficiency of gold coins had 
been brought into use and established in the currency, the 
rupees wIkjsc legal timder had been from time to time gradually 
restricted, would occa 2 )y a position the same in principle as tbe 
silver c;oins in the British currency, though, as regards numbers, 
]>io])ortioncd to the wants of the Indian Empire. 

84. I trust that I have succeeded in showing, in each case 
separately, that the grave objections which have been advanced, 
although they might under a different state of things have 
hr on held to bear upon my proposals, yet owing to tbei)cculiar 
circumstances of India, have not the slightest application to 
tlicm; and that there is, in reality, no reason whatever why the 
(iovernroent of India should not take the coinage of ru2)ees 
into their own hands, and gradually restore tborate of exchange 
to its normal condition of 2s. the rupee, thereby oijening the 
wiiy to the spontaneous introduction of a gold currency, con- 
cM'-rently with tiie present rupee token coins, in such propor- 
I as the daiiy want.s of tr.ule and foreign commerce would 
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indicate, and thus bringing about a system of currency pre¬ 
cisely tlic same as that of Great Britain. 

85, The present circumstances of India seem to point to 
the probability that an opportunity will soon come when it will 
be comparatively easy to advance the rate of exchange to 
Is. ll|d. or 2s.; but the opportunity may not last long, and it 
would be a matter of deep regret if it were allowed to pass by 
unimproved; for to advance it after it has again fallen to a 
lower rate, would involve, as has been already shown (Essay 
IV., para. 35) a great loss of time, and large pecuniary 
sacrifices. 

80. The accomplished ■writer of the criticisms I have 
endeavoured to answer, has not ma.ic the mistake wliich has 
been made by others, in denying that the rupees w'ould rise in 
value; and I liope it will no longer be doubted, that had it 
been necessary, owing to existing depreciation, they must 
have risen to the full value of gold, at the rate fn:ed 
by the standard, provided they were not made procur¬ 
able at a cheaper rate by bills. But there arc still some 
who cannot believe that the w hole coins of a vast empiro 
can possess an effective value in exchange above their 
metallic worth, and this undefined apprehension infects 
their minds with a tinge of doubt as to tlio wdiolc scheme. 
To such I must aj)peal by asking them, Avhat they mean by 
the rupees not maintaining their full token value? My own 
meaning is they would be readily received at wliat tliey in 
exchange for all commodities, including the precious metals ; 
and I would ask—Is it not true that an article of unict rsal 
demand will, in any market, command at the least its cost price ? 
If so. riipees, w hen they cannot be bought iu any way for h‘':^, 
than 2s. the rupee, must readily command that vah'io iu (w- 
cliange in every market in India—as indeed they do now. 


Again—Is it not true, tliat absolutely worthless tokens (notes) 
in Scotland ‘ and Ireland readily command tlie full value of 
their cost, in preference to the same value in gold ? 

87. My objector meets this by saying, Oh, yes! but these 
notes arc convertible into gold. Ans.—True, but they arc pre¬ 
ferred as tlicy arc; and according to my proposal the token rupees 
will be convertiljle into gold, when the latter coins have been made 
demandablc; and, even in the meantime, when gold is purchas¬ 
able to any required amount in exchange for rupees at tlu;ir 
full value \vide Essay IV., para. 8), and sovereigns pervade the 
country at the same price, the rupees though not of right, will be 
practically convertible. Objector—But there is a vast difference 
between notes and coins; coins cannot permanently maintain a 
value in exchange materially beyond their intrinsic metallic 
worth ill the market. Ans.—1 think this is a mistake. Our half- 
crowns and shLUings permanently maintam their value. Ob¬ 
jector—Yes, but they are of limited legal tender. Ans.—So will 
the rupees be, if you will have a little patience till the proper 
time has arrived. But, in the meantime, my position is, that the 
limited legal tender has nothing to do Avith the matter. That 
the coins must exchange for what they cost, whether in largo 
numhors or small. Otherwise, how could worthless, incon¬ 
vertible notes command any A'alue at all, in America, Italy, 
Bussia, and innumcrahie instances ? IIow is it that in Eranee 
the 5-fi;uie pieces have for tlie last two or three years main¬ 
tained a value very decidedly alcove tlu ir uielallic uortl’ r 
IloW is it that these very rupees have* fully maintainetl a value 
aboAm it ? Ohjector—It takes time to bring about the ehango. 

Aus._Yes, iicrhaps it may take timi', but also something more 

than time. It needs also that the cuiieuey bo supj^jliod 


* Yido tLo notf to para. 13 of this Essay. 
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cheaper, in order that it should fall in value. I am afraid it is 
hero we differ. If you believe that rupees costing two shillings 
each vill be continuously supplied to the markets where they 
will only command goods to the value of Is. lOd. or Is. lid. I 
must take my leave of you. Por it is beyond my power to 
believe that if the constantly increasing currency of a 
progressive country like India is being augmented by the 
manufacture of 50 to 100 millions annually of new coins 
costing two shillings each; and 170 to 200 millions of tho exist¬ 
ing coins also change hands every year, being bought by gold 
at tlie same price, the exchangeable value of these same coins 
in the Indian markets can bo a shade less than tho value for 
which they are obtained. 

88. These objections and answers might be added to ; but 
the basis of truth is simple. A legal tender token currency for 
liome circulation is worth Avhat it necessarily costs, and, when 
subordinated to a dominant system of full valued gold coins, is 
the perfection of a currency for commercial purposes ; and this 
is what I have ventured respectfully to propose. It may 
perhaps not bo generally known that there is at the present’ 
moment a griater value of gold in India than the average 
estimate (£150 millions) of the silver currency. If this gold 
were coinablc at a cheap rate, and more especially in fine gold 
pieces, it is very likely that a considerable proportion of it 
would be brought to the Mints, and there would be a (h'cided 
profit in coining it, even at one-sixth per cent. Probably most 
of the coins would be returned to the hoards they now fill ; 
but it would be a boon to tho owners to convert the line gold 
bars into tho more useful form of coins, in which they w<mld 
be much more available as money in time of need; and the 
hoarding of gold or silver, whether in bars or coins, luis no 
permanei.t effect upon the currency, which is quite indepemient 
of it, and by spontaneous action takes care ol itself 







89. Lot me now briefly state a few of the prineipal facts 
connected with the proposal under discussion. 


1st. India possesses a currency which, being founded upon 
a different standard from that of England and a large part of 
Europe, is for the purposes of her vast and increasing foreign 
trade, most highly inconvenient and obstructive to commerce, 
owinsr to the serious fluctuations between the two metals to 
which it is liable. We have had late disastrous experience of 
these, and they are likely to be more frequent,* owing to late 
changes in the financial arrangements of European States. 

90. 2ndly.—We have a proposal to put an end to this 
■unsatisfactory and baneful state of things, by assimilating the 
Indian Standard with that of Great Eritain and Europe. 

91. 3rdly.—We have proof that instead of being in the 
least degree a costly measure, the change would he accompanied 
by a saving to the revenues of India, which cannot be estimated 
at less than one million sterling per annum. 

92. 4th].y—We have evidence that the introduction of a 
gold currency is desired unanimously by the natives of CA'^cry 
part of India t, as stated in the Eeport of the Commission 
appointed to enquire into the subject. 

93. 5thly.—W’e have an early prospect of the opportuniiy 
ul‘ I t storing tlic exLstiug curroucy to its normal value, in !'eln- 

* Vide quotation in paragrapli 42 of this Essay. 

■j- Tlio following extract is from the 24tli jiaragi'aph ot the Report of the 
r oiamisHion, oidnioil I'V t|^ Uou-so of Oointiious to be printed 16tli March, 1868 : 

■Itb. “ TliiiL tlio th'maud for gold currency Ls unnniinous throughout the 
t (iU(itr\ ” 
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tion to gold, viz., 2s. tlio rupee, on its near approximation to 
tliat rate; and thereby expediting the cb.auge and the acqui¬ 
sition of the profit and advantages resulting from it. 

94. Gthly.—By the proposed measure loans for public pur¬ 
poses can be raised equally vrell in England or India * ; ))ecause 
it u’ould reduce to a minimum their disturbing eflect upon the 
exchanges; which effects, with a double Standard, are equally 
great, whether the loans be raised in one country or the other; 
except in regard to India, so far as the capital is supplied by 
permanent residents in India, and does not belong, as it often 
does to a large extent, to proprietors in Europe. 

95. It is with the greatest reluctance that I have in the 
foregoing remarks again ventured to intrude my proposals upon 
the notice of the distinguished statesmen who control the 
destinies of our vast Empire; but believing as I am 
encouraged to do after more than nine months’ discussion, 
that I advocate measures of great importance, only re¬ 
quiring to be thoroughly explained to bo approved; 
and destitute as I am of the privilege of being made 
acquainted with the obstacles which stand in the 
Avay of their adoption, I have felt it incumbent upon me to 
answer every apparent objection of importance wdiich has come 
to my knowledge; and in the present case'more especially to 
examine with the utmost deference and careful attention the 
opinion of so eminent and deservedly esteemed an authority a.s 
the writer whose jcriticisms are discussed in these pages. 

* Vic^e Essay IV., paragraph 20. 


15t/i February, 1877 


J. T. SMITH. 







Diagram No. I. 


DIAGllAM No. 1, showing the yanations m the late 
exchange (Conncil Bills on India), durmg the year 187 

According to M. Girard de Quettevillc's Circular. 

_^The emwed line, marked a, k,. c, d, represents the 

c^reatest variation of the rate of exchange, and tlie greatest 
Lparturc from the normal rate of 2s. the rupee, with a gold 

.standard. 



. ]Si B.—The mean rate during the year was about Is. 8|d., the 
highest Is. lOid... the lowest Is. G^d., these being Q l tO |uul 
9-75 per cent, on each side of the. mean rate, or a total vnnat’on 
of nearly 19 per cent. The mean rate being no less than 1 f81.{ 
per cent, below tlie normal rate of 28. the rupee, the highesl 
during tl.e year being 6-77, and the lowest 2-2-91b per oen . 

"belnw tbe same. 


























































































PlAGRAM. No. II. 

DIAGUAM No. 2, showing the value of the Rupee in Pence, 
during the present century, viz.: from A.D. 1800 to 1877. 
Ussay IV.— -para, 60. 


Diagram No. III. 

DIAGRAM No. 3 , sliowing the variations in the price of Bar Silver during 

the year 1870 . 

from the Jnve^tor^s Gn-arduifi of the 30 M Decctnher, 1876 . 
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ExlTCLCt froTifh Eepovt of Conferences held hy the India Gownittee of the Society 
^ of Arts, 1870. 

ON THE METHODS OF COMPUTING VALUES OF GOLD AND 

SILTOE IN INDLA. 


1. Before. proceeding to explain tlie various 
methods of calculating the relative values, in 
India, of gold and silver, it is necessary to say a 
lew words about averages. A fair estimate of the 
truth cannot bo arrived at, unless an independent 
and unbiased judgment bo first formed as to the 
number of years’ average best suited to the pur- 
l)Ose. I shall myself on the present occasion refer 
to the statistics of the years 18.53 to 1867, the 
largest number of which relioble data arc pro¬ 
curable, and beyond which the important in¬ 
fluence of the gold -discoveries in Australia docs 
not come into operation. ^ . 

2. It must be remarked also that, in calculatmg 
the average market-price of silver and gold, 
allowance ought to be made for the fiuantitles 
imi-uried and sold at different times. To do tins 
involves troublesome calculations, and it is not 
always that tlic labour very much affects the 
result. This njay, perhaps, account for the 
omission. 

.3. The methods above referred to arc as 

follows. i. n X 

By taking the average prices of the two 
metals in the, ports whence they are suppUed, and 
adding to them, respectively, the costs and all tlic 
expenses of their transmission to India. 

Secondly .—By ascertaining the average market- 
price of gold buUion, in rupees, in the Indian 

Thirdly.—By ascertaining the value of the 
liuUion contents of a sovcreimi, in rupees in the 
Lidian market, ns compai-cd with the value of 
good bills on England, as shown by the quoted 

rates of exchange. _ , . r ♦ ..r 

4. First Metfiod.—l^o begin with the first of 
the above methods of culculation, it may be v. ell 
to 6tat<- that the value of gold btillion in ladia 
is V. ly nearly the same, but, if anythmg, rather 
less than in London. This has been brought 
about bv improvements in the means of com- 
municaUon established of late yeai^s. Mtliough 
in some degi-cc "a repetition of ^hat has b. cn 
before Hiated, yet, as the ob.servation is a novel 
one ben’in" upon the subject under discussion m 
all ’iU aspects, a little further explanation is 

6. It is almost unnecessary to mention that 
gold bullion sent to England for sale fotobes the 
invariable price of £3 17s. 9d. per standard ounce, 
immediate payment; to which it may be added 
that, lately, largo quantities of gold produced in 
Australia have been sent by the Peninsular and 
brionial Company’s steamersrm Ceylon to Eng¬ 
land. When at GaUe, (in Ctjlon), goods and 
pasfli p 'ors are witliin a week’s transit of Calcutta 
or BombaV, hut not nearer than about three 
weJo- from England. The practice ha:i been 
c dablishod by 11’c principal bank.shaving branches 
in Australia and the East, to telegraph in;'<truc- 
tioiifs to no‘ii- f>-naits in GoUe, us to Iho d- ntina- 
tion of gold amviuC', there on iU way to Enj^land. 
\Vh(.i\ the exchiinge with India and the pneo of 
aokl rise ahovu a certain point, orders are at- .o to 
.alt Urn dostinatiou of gold to Cab utia. or 
B.;ijd)av,wliero it is and bills on London 

..nr;dui;i.od v.ilii the proccLda, tlicrcby produCLi!" 
rtlitikir rcrsilt than the actual delivery of the 
-'old itself the Bunk of England in t tehango 
ter Hie £3 I?*’- 9d. per ounce, as :hovt. n At. l. 


6 At present, wc have no further connection 
with this fact than to point out the inference 
that gold bullion, which i.s on its way to England 
for sale at £3 ITs. Od. per ounce, must on its 
arrival in Cevlon bo worth only £3 17s. 9d. per 
ounce, less the charge of conveyance and delay, 
&c., from Ceylon to England ; and the same gold 
taken to Calcutta, cannot in reality bo worth 
more than the same £3 17s. 9d. per standard 
ounce, less the difference between all the charges 
of the longer voyage from Ceylon to Lonaoii, and 
the shorter one from the same place to Calcutta, 
Owing to th6 absence of competition, it happens 
that, just now, the charges for freight and insur¬ 
ance bv the Penin.snlar and Oriental Comnany a 
steamers are more for the shorter than the longer 
voyage; but the dillcrcnce in the loss of time, 
owing to the greater length of the voyage to 
England, makes up for the overcharge; so that, 
including delay, the cost of landing gold biiUion 
in Calcutta or Bombay is not more, and (if a gold 
currency A’cro established, and a large supfly of 
biiUion required to feed it, so ns to induce com¬ 
petition^ it will probably be materially les.s Uiaii 
the cost of delivery in I.ondon; and heuco il.s 
value may safclv be calcuhitcd as Ih-? same. 

7. The value* of standard gold hullion in India 
may, therefore, ho taken as being, in English 
money, £3 17s. fid. per oz. or less. Wo will now 
inquire into that of silver bulhon. 

8. In my “ Remarks on a Gold Currency for 
India,”* publislicd in January, 1868,1 gave a list 
(at page 33) of the London market prices «.f sil- 
ver, taken from the Piirli'iment' ry papi r.s, sup¬ 
plemented by' iuforniatiim very kin-Tly fuiuishea 
to me by Mr“sr.s. PLxlcy, Abel, and LaiiL'ley, ex- 
teudlug from 1858 te the end iSCG. q.- lhis 
I am iinvr ubh- to a^ld ti fa< ts u-r the year l,b7. 

9. The ordinary averag>‘ price, taken in the 
common v;ay, for these fifteen yeur.s, is Gl'3u<5d. 
per standard ounce. The frught and chargi s in¬ 
curred ill sending this to India, including of 

interest during transit, amorni to 2? ptr cent., 
which, added to the cost in Lnudoa, bringo up 
the price per oz. in India to C3’(t212oj2< i hi. But 
the English rtnndard ounce of silv. r contains J ll 
"rains of pure meial, » that the ounce « ( pure 
Bilvor would be worth in Ir.dia C3-02128 X iTE or 
G8T3135S85078. On tlio other li nd, the ounce 
of standard gold, containing -lii* gr.ihis pure, 
being worth in India, as above explained, fiJJil., 
the ounce of pure gold inU't i-; ivorth 
fi83d. X or 1017'8181; 181 pence, Ac. 

ilenco the relative value of the two 
metnls, according to the .abevo staUmeiit, 
is:— 


1017-M8181Bm 
b>^T:U35 


Av., or hPn38809. 


10. The above appears to be ibc r- lativo value 
of tlio <w. nn trbullion in their pure ntate; 
and the sunn- rati - ^ .1 ■ v. In ii i -tli • eii- 

lain Em- .anu- propeiiU'« of ; il-.y, wlm a m the 
, cr - with rune- . an i .uveVet'Tiw. 

! th > value et a f oer. ieu, coi-ruimg JM j 174 
1 u lin . - f staMdiird ;; .'d. in ) iipei s. we It -.ve li u LO 

1 miTtiplv the iiuiubi r .-f ereir . by the :ilu laUo. 
i to show the corn it -^olnr ol g..-uiri 

1 i i.pee Qteudnid l ilver bullion ( >inal b- hn : uvid 
-ccondlv, ill 01‘h.r to rtducu tlii.s !-ulliou to 
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ill colli, to take off from tlie nmonnt ro 
the Indiau eliurgcs of mintagi.', 2’1 per 

cent. 

11. Now,12^*27-l X 11-938399^1811*516198826 
gr;<ms ; and deilncting 2-1 per cent, from thi^, the 
remainder is 1802*8hl359H, or rather less than 
Cth per cent, more than 10 rupees, of ISO grains 
each, being exactly lO’Ol.iSO, or 10 rupees 0 
annas 3 pies ( yide par. 32.) 

12. It must be here observed that the above 
result is arrived at by using the valuation of 
silver founded on the ordinary average. The 
value of gold has been taken without any deduc¬ 
tion for the high freight and insurance now 
charged between Australia and India. 

13. It must farther be rcmarlo d also, that the 
values above calculated are based upon the pre¬ 
sent cost of transmission of the silver to India 
applied to the former average market prices. To 
obtain a true average of the value of silver 
buUiuii in India in former yeoi'S, the price of each 
year ought to be added to the cost of transmission 
of the same year, and if tliis were done, the aver¬ 
age value of tlie ounce of pnre silver would ho 
4 per cent, more than has been above shown, and 
would be represented by a price in English money 
of bS l750d., the value of the gold contained in a 
sovereign being then only 9 rupees 15 annas 5^ 
pic:<. 

H. Srco.id Method. — This method is com- 
parativj'ly more easy and iutelligible than cither 
of the otlnu's, as it is the mere statement of the 
uctufil ■’falling price, in rupees, in the Indian 
niarltef, of gold bullion, ns (piotiHl in the returns, 
and reduced to “ .-ytandard ’’ lineness. 

15. Taking the fifteen years from lh53 to 1867 
inclusive, the average price of gold in the Calcutta 
market is 257'4 annus per tola, puio. The result 
is very nearly the same, whether the ordinary 
average be taken, or if it be calculated in the 
more exact manner abovt referred to. 

16. Taking the above average, it appears by 
mere proportion that when the tola, or 180 grains 
of pure tiold, co ts ‘257'4 annas, the 113'001605 
gnii is pure in the sovereign must be worth 
161 .’>92295 annas, about one per cent, in excess 
of ten rupees, or 16U annas, the exact value being 
10 099518 rupees. It must bo observed, however, 
thui in discussiug the comparative values of ilio 
two iiu t;\U for e /ijiage, wo are bound to consider 
the CO t of l.oth as delivered to the mint. I Tow if^ 
a? h .s been prnpo.sed, gold were coined free of 
clMiUi!, and paid for immediately on delivery, its 
^^^up n ative cost would be much less than tlie | 
avf rage uuicl:(;t price, wh< re, in addition to the 
cause presently to be stated, it is enufijiced by 

■ hal f;- s whit h would be avoided h.- di livery to the 
uiiut, vj/;,, l;i .jktrage, di.liiy, and the neceaBity for 
p'dei ting linene^'^’ts to suit the nuirket. Thes*^ 

( allies united amount to h.aif per cent.; but tlio 
chief t luisc wliich to rai <0 the market 

jiriec e*f gold above what, in the uutuio^ of thing.-, 
iiniust ucc’ds be, and shorrly will he. is th«.(,ior 
v.‘'‘nt of i' I graphic cominunie.ition between India j 
and .-iu* 1;- . ui, n great deal of gold i.' actually 
Bont ir.un L.union, at an extra e2)..t of nearly two 
jici cent. In feet, gold v/liii.h r v'ht he sent 
di:e,l from t^.ille to India, vortuiilly eoi.. J to 

Jiomliui. -iiivl i 1 sfiii Pr-a .Mjaiii buru< ued with the f 

nnnei ce'ury 0 - u n .,iv ,•.( ]:h* vv/vago. Tius is ^ 
i. '.lug to tie. foilowiri;: > t : -M lu- ^^dd morlcei. 




in India is a very limited one, and very s .nsitivc, 
and cannot he supplied witlf so cosily uu article 
as gold on speculation ; for a very slight addition 
to the stock causes a fall in the price, so that the 
despatch from Sydney or Melbourne of a precious 
commodity which cannot be kojit w’aithig for a 
rise of prices would be attended with the greatest 
risk; and hence, w'ith the exception of bullion 
which happens to be on its way to England, and 
capable of diversion to India, sudden changes in 
the market can only be met in London, prices 
being reported, and sales “for arrival” being 
effected by telegram. As before explained, this 
involves an additional expense of nearly two per 
cent., and theref»)re adds to the average quotations 
of prices in the market; but it will certainly bo 
put an end to whenever telegraphic communica¬ 
tion shall have been succcsshilly opened between 
the two continents, or when there is a steady and 
certain market for gold at a fixed i)ricc. 

17. Third JA-The method of calculating 
the average relative values of silver and gold in 
India by means of the exchanges, is founded on 
the following principles:— 

18. When the balance of trade is in favour of 
Imlia, and bullion is required to be imported, it 
has been above shown that it may be delivered 
there at the same cost as iu Eugland, if not less ; 
Had it must bo especially noticed that the guld bul¬ 
lion imported into tlie Indian market arrives there 
in lieu of being delivered at the same time and 
cost as in London.* Its value in Calcutta, there¬ 
fore, must be equal to its value iu London, ns 
either alternative is equally at the command of 
tlio owner, and hence, in order to exchange it in ‘ 
Colcuttii without loss for a hill on London, ho 
in list do so at such a price as would give him the 
sam- value as the gold would fetch in London at 
the very time of s/de in Calcutta; that is to say, 
for example, in exchange for an ounce of .staiubu d 
gold he must liave at least the equivalent »>f 
£3 17s. 9d. payable in London at the very time of 
his parting with the bullion in Calcutta. 

19. The effect is nearly the samo,t and it will, 
perhaps, make the explanation more clear if, in¬ 
stead of applying our rcmarlcs to an ounce of 
standard gold, we refer to the quantity contained 
in a fiovoreign, and say that i bank manager or 
merchant, lauding gold in Calcutta, must, to avoid 
loss, exchange every sovereign’s weight of .standard 
gold for the equivalent of a bill for 210 pence, 
payable in Loudon at the very time of sali;. 

20 . A fust-chis.s six-mouths' bill will be neces¬ 
sarily d' l.nu ;d a month in transit, and bo dis- 
countt cl on it.s reaching Leiidon; and if v. e 
assume the average rate of discount at t per cent., 
Ihun uiaking the charge for six inooMv; jier 
cent., an'l atlov/ J p^ r cent, for the loss of intei est 
during the frnnamii-sion, we arnve at the fact 
tl.at \vh.;.-ii gold buUidn is required to In- sent to 
Ittilin it is more valuable there by * 2 i percent, 
than 111 .-i rlfisH six-months’ bilh ; and that, on 


• The linn in f not the same, a ; It w'ould not 
I/.r l- t! for t»o wcct i after M vr*.;ild urrlv** Iu OaFrntt.a, 
b-it thediner. my iu the fivW^hfuid ch ir.v i by iho l*onm- 
niilm and Orh nt d f qmpany ut pies ni nmkc up for Ihia 
d.- .y , c?cpla‘nad. ko that, ns nds values, the 

j^ol 1 Is nh* ’ll the in h Mth plnr'^s. 
t r’j'' on!g difTcrtitco la ihat tho bullion routonts of n 
A Pi' ihOto wortli 7t0 penoo, but fini; 
ill tut . I* P'ace ; GO t hat, hy 2tu Puuo.', IfiP void 

H ...lied Ii! a triac above Ita true value 


k4' 
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tola pure, as compared with bills, was 15 rupees 
13 annas 9*9 pies (which, it mu^t bo remembered, 
is the rate at whicn it could certainly be delivered 
at the mint), is more than | per cent, below the 
price (15 rupees 1-1 annas 10*3 pies) which woold 
yield sovereigns for 10 rupees, and nearly li per 
cent, below the average actual selling piice, 
which, as stated before (par. 15) was, during the 
sixteen vears referred to, 16 rupees 1 anna 5 
pies per tola pure. This difference between the 
rate at which it could be and what it actually has 
been sold, shows the effect of the absence of a 
certain market, and the other cause above referred 
to par. 16). 

28. A difficulty may perhaps arise m conse¬ 
quence of its having been stated, in par. 20, that 
when the exchange is favourable to India, and 
the rate, for instance, is 2s. Id. to 23. 2d. per 
rupee, a sovereign’s w'oight of standard gold is 
worth 246 pence in bills; and in par. 22, wlien 
the exchanges are against India, and the rate, 
for inslnnce, Is. lOd. per rupee, it is worth only 
240-6 prnce, whereas, it is wcU known that gold 
ih much d.-i i cr in the Oalculta market during an 
adverse than during a favourable state of the 
exchanges. This apparent contradiction will be 
explained when wc consider that, during a favour¬ 
able exchange for India, bills command a much 
lower price in rupees than during an advene oiu‘, 
80 that Mhen the rate, for instance, is 2s. 2d. per 
rupee, a sovereign worth 246d. in a six-months 
biU would be equivalent to only 9*46 rupees ; when 
the rate is Is. lOd. per rupee, a sovereign worto 
240-6 pence in a bill would be equivalent to lU Jo 
rupees. Thus the large number of pence in a 
bill represents a smaller number of rupees. 

•29. If wo wrro to attempt to dedue»- hi* average 
value of gold from an average of the prices so 
calculated from the highi and lowest rates of 
e vchai a-, we should be led to a somewhat higher 
value of «‘dd,bec \n&. •. fall in the exchange has a 
Kren.ter eVeet in raising its price than a rise has 
hi lowering it. But the result so arrived at would 
be inaccurate, because it will be seen, from what 
immediat.rlY follows, that the introduction of a 

Id currenev would have the effect of rnstrainmg 
tho voriationH of ( xchangc within narrow limits ; 
and the value of gold, os derivedfrom the jjprmal 
rntp, agiY-s with that stated in pars. ^7, 

making iho hulUon value of the sovereign I pvr 

cent, than 10 rupees. 

HO. For instance, if we assume that a gold cur- 
roucT of sovcr<‘i'_'ns. .it the rate of 10 rupees each, 
were < ^lablisli^ 4 in India, tho -h'ur. exchonpe 
between FnglanJ luid India could not iltT»;tuaiy 
iluin 2s. to Is. Hid. per rupee. In regard 
t, tlio former, wbe-n the . r.ebsnii. s weru fi vour- 
ftbbi t.i InJiu, goM wonld be laid (town thcr.. from 
Australia at it? Kngli* value, wd the l-Al ii. 1 grs 
of standard Rold, which wonld otberwiso have 
T,ro<lo. a 2i)s. in Knsland, will bc-ome 10 nipc. s 
in Indio, tl.. id.v tiviuR the expense .;t Unr.r.ims- 
ti.oi L.m'dom In reel'd lutl' V. 

sov. reiRnft in free ci'-enlatior. in India s t hi rof. cs 
ci'itf.. will iH’ Si ov iuime at an cxpcniic oi per 

cenu, thus Hiving an .•xchaiige of Is. 11 fhe 

prcfit.'st liuotm.uoiiS wuli. , thtr. f. .c. 1..: _r j n 
Ib. to 1;>. Hi'i., or ouc T.-r ^f jit. ou ci.-rcr side of 
tfu riY( ragu. Vt pivHt nt, Ium ooatf iit ili'ctisr.rion 
airuumt.s lo 3 nrr cent, i-r oven more on cither 
ride of the av< rAgc : batih!& n rix-moYUis’ 

bUU, and a'. lrmc i ninst luciude vrii-intioi s m *.110 

Wo mu"' also obsorve that the establisu'u nt 
of a gold ciuTcnoy in India would not only '-educe 


the fluctuations in the exchange eight-fold, but 
would put an end to a very large uimeccBsary 
expense now incurred in supplying the wants of 
India for specie. Including the loss of interest 
during transit, silver cannot be sent out to India 
at a less charge than 2? per cent., nor placed in 
currency for much less than 5 per cent.; and 
these charges, at the rate of supply of the last 
ten years, amoimt to half a million per amium, 
of which the whole would be lost, and £275,000 
more, making tho total loss of £775,000, on tho 
return of the metal to Europe during au adverse 
exchange, (iold, on the other hand, wyuld be 
landed in India at its European cost only, thus 
supplying India at a saving of £800,000. And 10 
millions in value would be returned to Europe at 
the expense of about £225,000, which would be 
the whole loss, instead of £775,000. 

32, On summing up the results at which we 
have arrived by these three different methods of 
inquiry, we find that, by the first method, as 
uppUed to the last tiiteen years, the value of tho 
bullion contained in a sovereign is found to bo 
10-0158026, A'C., rupees, or 10 rupees 0 amias 

33. By the second method, the bullion value of 
•the sove'rcigii in rupees, taking the avcr.ige of 

the last fifteen rears, i- found to be 10-090 rupees, 
or 10 rupees 1 auoa 7 pies. By the third method, we 
find the bullion vuliu of tie- sovereign, as reckoned 
on a fifteen years’ average, 9-97.> rupees or 9 
rupees 15 annas 7 pies, all these valuations being 
subject to reductions on the estahlishment of the 
gold currency, as shown in the following table: 

Table Showing tut. Bullion \ alub of a 
S oVEBEION IN RuPEI S. 

, , {Subject to a reduction 

First Method.. 10-0lo8 | ^ . 

( Subject to tv reduction 
of n per ernf. t 
hesi l^'s i per c^nt. 
(Subject to n reduction 
Third Method.. J Ji oO ^ of ^ per cent. \ 


Average .. 10*0301, or 10 rupees 0 ouuai 

^’^34^^It will be observed that the valuations above 
stated are subject to heai7 deductions, owbig to 
causes sure to come into operation on the estab- 
Ushmeni of u gold cunency and a certain market 
for gold at a fixed price. As the enleiihiUoiis 
have betu fi unded or data colkcTcd from the 
most auUuinticROuvcLS with gi-eat care, during the 
1 past three years, it is imt probable that Huy will 
I be found very far fr6m correct; and evcnsupp.i-'iiig 
that they should be siusibly modiih'd b> latt 1 
information or facts derh. d from otlu r .sources, 
there seems, nevertheless, to he litUe r|iom for 
i doubt that the future value of gold won hi b*' «•' 

■ much reduced by a free coinmumealion with tho 
! mines, and its rst;it)lisl’'oeiit ns ttu. titiimmrd 
' cui-r^rey of India, that tin B)'LnJ.j tH.vnxi^n 
i would prohal-ty n. r I ih addiliou of a mmt 
I charge, to a eTiar.-i- .t n s- ext. nt. to bring it up 
, lu a fuirlv . 'r ijii' .' i • qn.ility witii too 10 ri:)*i rs 
hitherto cuiT. nl in India, e - eNpre.TMv. o Icpal 

! coiiTiYcts anxl the '. nim.-reiai valui of. j-hc 

I liabilitic? of ihi- OovcniicLTii. ^ Smith 


- On-mea-mi.. rnndmicUTn' ot n;• rnid lunaruuoo 

want cl T.phio emnnuu,!cation with Aiu vodla. t (ti# 

pars, 10 .’lid 










the average, the gold bullion necessary to fonn a 
sovereign (123 274 grains standard) is equivalent 
in value to a first-rate bank-bill for 240 pence, 
plus 2^ per cent., that is 24G pence. 

21, It is obvious this is only an average state¬ 
ment, and that various circumstances may, from 
time to time, slightly modify the equation. If, 
for instance, the rate of discount in London were 
6 per cGut., gold would, for six-montlns’ bills, be 
worth per cent, more than its intrinsic equiva¬ 
lent. If the rate were only 2 per cent., then it 
could be sold without loss for only per cent, 
more. And the same may be said’ for the allow¬ 
ance for intcre.st during transit. We are, how¬ 
ever, now oidy dealing with averages, and there¬ 
fore whot has been already said is sufficient, and 
it leads to the conclusion that gold from Australia 
may be delivered in India, in any quantity, in ex¬ 
change for unexceptionable six-months’ bills, at 
the rate of 24 per cent, above its London price. It 
may bo useful to add that the Bank of England 
price for a tola of pure gold is 381*6818 pence, 
and 2A per cent, beyond tlmt is 391*22386 ijenco. 
If the London rate of discount be such as to re¬ 
quire *21 p(;r cent, to be added, a merchant could 
afford to sell his tola of pure gold for as many 
rupees as are shown by dividing 391*22 by the 
number of pence given for u rupee in six-months’ 
bills. For instance, when the rate is 2s., he 
could sell 

391 * 2 *^ 

pure gold for —-.-- t -or 16 rupees 2 annas per tola. 

If the London rate of discount be l‘'sg than 4 per 
cent, be con afford to sell his gold cheaper, and 
vice versa. But if tht^ rate of exchange be high, 
the price of gold necessarily falls in due propor¬ 
tion. At ‘2s. M. per rupee (London discount be¬ 
ing, as btfort), 4 per cent.), the price of gold 

would be— or 15*648952 rupees per tola 

pure. 

22. Let us now alter the conditions, and sup- 

£ 090 that, tht exchanges being ad/eroc to India, it 
necoBsnry to send gold to England ; we have to 
inqnm; at what rate, supposing the gold existed 
in India in the accessible form of gold currency, 
it could be transmitb'd to England, and what 
would be its value as compared with first-rate 
Bix-months’ bills. Here, taking the same form of 
UluBtralwn before, we may remark that nove- 
rcignu worth 2l(> pence in London would in the 
event of ita being necessary to transmit funds 
thither from t'ulcutta, bo of a i per cent, 
mt-re valiio tliun a first-rlnsR six-monthj bank 
bill. h<‘’cau>ic it tukes the Baruc time to 
scud both t 5 London and rcftliijc them, and the 
cost of sending the gold i? about 1| per cent. 
The bill cost .1 imtliiug to send, bat it must, on its 
arrival, be discounted for the hix months, at an 
average chr.rgc of 2 per cent. The difference is 
^ per cnt. iu favour of the sovereign rcnatt.mce, 
and each ooveruign in Calcutta would bo 

worth 2 U» pemre j^jlua { per cent., or 240*0 pemee, 
in n .Mv mouiliH'bill. 

lir.Y.' now Cdtnblifihcd tho fact that, 
fnppia gold currency of soveroipfus coined 
of chargit cxis^d in India, any aniount of 
Utoial n-quirud for me pnrposo could be supplied 
from Auhtruliu, t»i;d the value of the coins 'o 
would vui y from n maximum of 240 ponce 
n uiutimum of 240*6 tience in firat-clmturix- 



months’ commercial bills. Hence the mean value 
of the sovereign would be equal to 248-8d. in six- 
months’ bills. 

24. We have next to find out the average value 
of first-class commercial six-months’ bills, in 
rupees, in the Calcutta market, and then com¬ 
pare the two, viz., the gold and rupees. By 
returns with which I have been favoured from 
the India-office, showing the average moaAMy 
price of first-class bills in the Calcutta marJ^fc 
appears that, throughout the sixteen years fre a 
1853 to 1868 inclusive, the average rate was 24*39 
pence per rupee. Consequently, ten rupees 
would command *243*9 pence in bills. But thb 
mean value of the bullion contained in a sovereign 
is, as we have just seen, 243*3 pence in bills. 
Hence, if coined without charge (as in England), 
the sovereign would be of Ic.ss value than ten 
rupees, the difference being 0*6 in 243 pence, or 
about one-fourth per cent. Dividing 243*3 by 
243*9 wo have 9*975 rupees as the true value of 
the sovereign. 

25. In the above statement I have endeavoured 
to show what the value of the sovereign must 
ncce.ssarily be, if it were established as legal 
tender in India, supposmar tho nitos of exchange 
to be on tho average what they Lave been for tho 
last sixteen years. But the resolts are open to 
this correction, that they are based on the u^sump¬ 
tion that the present disproportion of the charges 
of freight and insurance between Australia and 
Calcutta on tho one hand, and Australia and 
London on the other, will continue; a most im¬ 
probable supposition when coupled with that of 
an Indian gold currency. Were the rates of 
freight and insurance properly adjusted, the 
effect would be to reduce Uie value of gold in 
the above calculation by one-fourth te one half per 
cent. more. 

2^>. These remarks appear to show, conclusively, 
that if sovereigns were coined in India free of all 
expense, they could and would be supplied at a 
less co.st and current value than ten nipees, sup¬ 
posing the latter to be of the same value as that 
which tliey have borne on tho average during the 
last si.xtcon years ; but it must be observed that 
this conclusion involves the supposition thatthero 
is a ready market for the gold, such as a mint 
would be, and th.nt the metal can accordingly be 
at once disjiused of for the net value at which it 
can be aflbrded. This has not been tho case 
hitherto, and it may be useful as well as interest¬ 
ing to trace Uie effect of this want of a ready 
market in the enhanced market price of gold. 

27. It has been shown that tho value of gold 
must, as a matter of neceRsity, bo superior to 
that of six-months’ commercial bills, reprosenting 
its intrinsic worth in the ImgUsh maiki-t, the 
superiority amounting on the average to 8*8 
nenco in each sovereign, or about Ig per cent. 
Hence, an ounce of stunriaul gold in coins would 
be worth 916*8*28 pence in good tiix-months’ bills 
and a tola (180 grains) of pure gold would he 
worn. 38B-9i9 penc. ip bUU. Kow, the av.nal^e 

vtnrs havinit 

beLii i -l.W pence: per rupee, we have eniv to 
diviilL the number o« pence in a six months'bill, 
e.iuivnlent to a toU of pure gold, by tl.e number 
of pence in^ nmnU..’, bULgivea on tho aver- 

(Igc obtain tho «a|^in riineeaof 

urii*IW. by 

gold por 







